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AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2003-00434
DIRECT TESTIMONY OF STEPHEN J. BARON
I. QUALIFICATIONS AND SUMMARY
Q. Please state your name and business address.
A My name is Stephen J. Baron. My business address is J. Kennedy and Associates,

Inc. ("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell,

Georgia 30075.

Q. What is your occupation and by who are you employed?

J. Kennedy and Associates, Inc.
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[ am the President and a Principal of Kennedy and Associates, a firm of utility rate,

planning, and economic consultants in Atlanta, Georgia.

Please describe briefly the nature of the consulting services provided by

Kennedy and Associates.

Kennedy and Associates provides consulting services in the electric and gas utility
industries. Our clients include state agencies and industrial electricity consumers.
The firm provides expertise in system planning, load forecasting, financial analysis,
cost-of-service, and rate design. Current clients include the Georgia and Louisiana
Public Service Commissions, and industrial consumer groups throughout the United

States.

Please state your educational background.

I graduated from the University of Florida in 1972 with a B.A. degree with high
honors in Political Science and significant coursework in Mathematics and
Computer Science. In 1974, I received a Master of Arts Degree in Economics, also
from the University of Florida. My areas of spécialization were econometrics,

statistics, and public utility economics. My thesis concerned the development of an

J. Kennedy and Associates, Inc.
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econometric model to forecast electricity sales in the State of Florida, for which I
received a grant from the Public Utility Research Center of the University of
Florida. In addition, T have advanced study and coursework in time series analysis

and dynamic model building.

Please describe your professional experience.

I have more than twenty-nine years of experience in the electric utility industry in

the arcas of cost and rate analysis, forecasting, planning, and economic analysis.

Following the completion of my graduate work in economics, 1 joined the staff of
the Florida Public Service Commission in August of 1974 as a Rate Economist. My
responsibilities included the analysis of rate cases for electric, telephone, and gas
utilities, as well as the preparation of cross-examination material and the preparation

of staff recommendations.

In December 1975, 1 joined the Utility Rate Consulting Division of Ebasco Services,
Inc. as an Associate Consultant. In the seven years I worked for Ebasco, I received
successive promotions, ultimately to the position of Vice President of Energy

Management Services of Ebasco Business Consulting Company. My

J. Kennedy and Associates, Inc.
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responsibilities included the management of a staff of consultants engaged in
providing services in the areas of econometric modeling, load and energy
forecasting, production cost modeling, planning, cost-of-service analysis,

cogeneration, and load management.

I joined the public accounting firm of Coopers & Lybrand in 1982 as a Manager of
the Atlanta Office of the Utility Regulatory and Advisory Services Group. In this
capacity I was responsible for the operation and management of the Atlanta office.
My duties included the technical and administrative supervision of the staff,
budgeting, recruiting, and marketing as well as project management on client
engagements. At Coopers & Lybrand, 1 specialized in utility cost analysis,

forecasting, load analysis, economic analysis, and planning.

In January 1984, I joined the consulting firm of Kennedy and Associates as a Vice

President and Principal. Ibecame President of the firm in January 1991.

During the course of my career, | have provided consulting services to more than

thirty utility, industrial, and Public Service Commission clients, including three

international utility clients.

J. Kennedy and Associates, Inc.
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I have presented numerous papers and published an article entitled "How to Rate
Load Management Programs" in the March 1979 edition of "Electrical World." My
article on "Standby Electric Rates" was published in the November 8, 1984 issue of
"Public Utilities Fortnightly." In February of 1984, I completed a detailed analysis
entitled "Load Data Transfer Techniques” on behalf of the Electric Power Research

Institute, which published the study.

| have presented testimony as an expert witness in Arizona, Arkansas, Colorado,
Connecticut, Florida, Georgia, Indiana, Kentucky, Louisiana, Maine, Michigan,
Minnesota, Maryland, Missouri, New Jersey, New Mexico, New York, North
Carolina, Ohio, Pennsylvania, Texas, West Virginia, Federal Energy Regulatory
Commission and in United States Bankruptcy Court. A list of my specific

regulatory appearances can be found in Baron Exhibit (SJB-1)

Would you please discuss your experience in electric utility restructuring

proceedings?
I have been extensively involved in electric utility restructuring since 1995. This

involvement includes participation in eight proceedings in Pennsylvania, seven of

which involved detailed implementation analyses associated with restructuring. In

J. Kennedy and Associates, Inc.
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these cases, I addressed stranded costs, regulatory policy associated with retail
competition and restructuring implementation, and rate unbundling. The utilities
included PECO Energy, Pennsylvania Power & Light Company, West Penn Power
Company, Metropolitan Edison Company, Pennsylvania Electric Company and

Duquesne Light Company.

I have also been involved in restructuring proceedings in the State of Maryland
associated with Baltimore Gas & Electric Company and Potomac Edison Company.
In addition, I participated in a generic proceeding before the Maryland Public
Service Commission on electric utility restructuring and have testified before the
Maryland Legislature on this issue.

In 1999, I was involved in restructuring proceedings in West Virginia associated
with the Appalachian Power subsidiary of AEP and Monongahela Power Company,
a subsidiary of Allegheny Power Company. [ also participated in restructuring
proceedings in Connecticut involving United Illuminating Company and
Connecticut Light and Power Company. In 2000, I participated in electric

restructuring proceedings in Ohio involving First Energy Corporation and Cinergy.

In Louisiana, I have been involved in the Entergy Gulf States, Inc. (“EGSI”)

stranded cost proceeding and in the Commission’s generic proceeding on retail

J. Kennedy and Associates, Inc.
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competition. 1 have addressed issues on stranded cost quantification, standard offer

tariffs, load profiling and other issues.

To date, 1 have presented testimony in 13 electric restructuring proceedings.

On whose behalf are you testifying in this proceeding?

I am testifying on behalf of the Kentucky Industrial Utility Customers (“KIUC”), a

group of large industrial customers taking service on the LG&E and KU systems.

How have you organized your testimony with regard to LG&E and KU issues?
For many of the issues that T will discuss, [ present common testimony that is
applicable to both LG&E and KU. This would include discussions of basic
principles associated with cost allocation and rate design as well as a number of
other issues, including interruptible and curtailable rates. However, since the
revenue requirement requests and the specific cost of service study results for
LG&E and KU rate classes are different, [ will be presenting separate analyses and

discussions of these results.

J. Kennedy and Associates, Inc.
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For the purposes of organizing my testimony, when I am discussing an issue that is
common to both LG&E and KU, 1 will refer to these companies as (“the Company™
or the “Companies”). For a specific LG&E and KU issues I will refer to each

Company by name (LG&E or KU).

What is the purpose of your testimony?

1 am presenting testimony on a variety of cost of service and rate design issues
raised by the Company’s filings in this case. The first issue that I address concerns
the Company’s filed cost of service study using the base-intermediate-peak (“BIP”’)
class cost of service methodology. [ will discuss some specific corrections that I
have made to the Company’s study due to data anomalies that were uncovered in
our analysis (in the case of the KU study), as well as three corrections to the
methodology itself (LG&E and KU). In addition, I will discuss some general
concemns that KIUC has with the BIP method from a methodological standpoint.
However, in order to facilitate the principle recommendation that KIUC 1s making
with regard to rate class revenue allocation in this case, KIUC will accept the BIP

method as the basis for our revenue apportionment recommendation to rate classes.

J. Kennedy and Associates, Inc.
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In order to develop an understanding of the subsidies that are currently being paid
and received by various rate classes on the Company’s two systems, I also present a
number of alternative cost of service studies based on: 1) the average and excess
method, 2) the summer/winter coincident peak method, 2) the summer coincident
peak method and 4) the 12 CP method. The purpose of these presentations is to
show that under a variety of cost of service studies, the Company’s current rate
design and its revenue apportionment proposal does not adequately address the
subsidies currently in the Company’s rates. As I will show, under each of these

alternative cost of service studies, the residential class is substantiaily underpaying

its costs while large commercial and industrial customers are substantially over
paying for electric service. Regulatory commissions are sometimes reluctant to rely
on a single cost of service study to form a strict revenue apportionment policy.
However, in this case, I will show that under a number of cost of service
methodologies that are commonly used in the electric utility industry, residential
customers are substantially underpaying for electric service and large consumers are

substantially overpaying.

My testimony specifically addresses the revenue allocation or apportionment
methodology relied upon by the Company in this case to establish the increases for

each rate schedule. Though the Company apparently considers the cost of service

J. Kennedy and Associates, Inc.
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results from the BIP method, it has arbitrarily decided that the residential class
should not receive an increase greater than 1% above the system average. This
criterion does not adequately mitigate the significant disparities between rates and
cost of service among the rate classes for either KU or LG&E. I will recommend an
alternative methodology that should be adopted that would specifically reduce the
subsidies by 25% through the allocation of any increase approved by the
Commission. In this manner, the revenue apportionment will move class rates of
return under the BIP method towards cost of service, although at a relatively slow

pace.

The next set of issues that T will address concerns the Company’s proposed rate
design for large commercial and industrial customers. KIUC generally accepts the
Company’s rate design proposals and recommends that the basic structure proposed
by each of the Companies be adopted. The Company has reduced energy charges
and applied increases in this case to the demand charges of these large customer

rates.

Following this general policy, KIUC is recommending that any reduction in the
allocated increase to each of these large rate schedules be applied only to the
demand charges, leaving the energy charge as proposed by the Company. I will also

address the proposed new riders being offered by the Company in each of its

J. Kennedy and Associates, Inc.
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jurisdictions that would be applicable to large commercial and industrial customers.
For the most part, these new riders do not have a material current impact on
customers in this case, but could do so in the future. My testimony on these issues
does not recommend rejecting the riders, but rather a clarification of the Company’s
intention, where applicable, not to apply the riders to existing customer

arrangements.

The next issue that I address concemns the Company’s proposal to modify its
interruptible rates under the curtailable service rider (“CSR”). The Company is
proposing to substantially modify its interruptible and curtailable rates by increasing
the maximum number of hours of interruption to 500 hours per year and reducing
substantially (in the case of KU) the notice period required for interruption requests.
The Company is proposing to increase the interruptible credit for both LG&E and
KU. I will address each of these issues as well as séme additional modifications to
each Company’s CSR tariff. In particular, my analysis of the Company’s responses
to KIUC data requests indicates that the maximum annual hours of interruption
should be substantially less than the Company’s proposed 500-hour annual
maximum. I will also discuss a KIUC proposal to offer a buy-through option that

would permit interruptible customers to purchase power at market rates in the event

J. Kennedy and Associates, Inc.
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of a call for interruption, when such interruption is for the purpose of economic

savings to each of the Companies, rather than for reliability.

The final issue that I will address concerns the special contract between
MeadWestvaco and Kentucky Utilities Company. KU’s cost of service study, and
all of the cost-of-service studies that I developed consistently show that the KU
special contract customer class is being substantially overcharged. Despite this, KU
proposes a rate increase to MeadWestvaco that exceeds both the system average
increase and the increase for Rate Schedule LCI-TOD, the otherwise most nearly
applicable tariff. KU’s proposal is based on an i_ncomplete and flawed analysis
which ignores the contractual consideration provided by the customer and which
would effectively negate the value of the Commission approved contract.
Therefore, each special contract in the rate class should receive a below average
increase based on my 25% subsidy reduction proposal. This increase approximates

the increase I have proposed for LCI-TOD.

Would you please summarize your testimony?

Yes. Irecommend and conclude the following:

e« The BIP cost of service method, though lacking in some respects is
adequate to use in the determination of a fair apportionment of any

J. Kennedy and Associates, Inc.
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authorized rate increase for LG&E and KU. However, certain cotrrections
should be made to the studies submitted by LG&E and KU.

Based on the BIP cost of service study, as well as four alternative studies,
substantial subsidies are being paid by other rate classes to the residential
class, for both LG&E and KU. Regardless of the cost study methodology,
these substantial subsidies are present in each Company’s rates.

LG&E’s and KU’s proposed revenue apportionment method does not
adequately address the subsidy problem. KIUC is recommending that the
Commission adopt a revenue apportionment method that would explicitly
reduce the amount of current dollar subsidies paid and received by 25% in
this case.

KIUC generally supports the Company’s proposed large commercial and
industrial rate design. Any changes in the allocated revenue increase to
LG&E’s and KU’s large commercial and industrial power rates should be
applied to the demand charges proposed by the Companies. Thus for
example, if the Commission reduces the targeted revenue requirement
assignment to KU’s rate LCI-TOD by $1 million, this decrease from the
amount of increase proposed by KU should be used to proportionately
decrease the proposed LCI-TOD demand charges.

LG&E’s and KU’s proposed curtailable service rider (“CSR”) should be
modified by : 1) reducing the annual maximum hours of interruption to
175 hours, 2) increasing the required notice period to 1 hour, 3) adjusting
the interruptible credit to reflect fuel savings benefits provided by
interruptible load during actual interruptions and 4) implementing a buy-
through option that would permit CSR customers to continue operating
during economic interruptions if they elect to purchase replacement energy
at market prices.

Each of the cost of service studies that T developed, as well as the
Company’s study, consistently show that the KU special contract class is
paying well in excess of cost. KU’s attempt to unilaterally renegotiate the
MeadWestvaco contract in this case by negating the economic value of the
contract should be rejected. Therefore, each customer in that class should
receive the same percentage increase based upon my 25% subsidy
reduction proposal.

J. Kennedy and Associates, Inc.
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II. COST OF SERVICE STUDY ISSUES

Have you reviewed the Company’s proposed “base-intermediate-peak” cost

allocation methodology?

Yes. The BIP method is the class cost allocation method used by LG&E in prior
cases and is being proposed for use by KU for the first time in this proceeding.
Though the Commission has accepted the BIP method in past LG&E proceedings,

the Commission has not accepted the method for KU in prior cases.

The basic methodology, as discussed by Company witness Steven Seelye, first
functionalizes the Company’s production and transmission demand-related costs
into three periods. Under the Company’s BIP functionalization, which is used in
both the LG&E and KU studies, total system production and transmission demand-
related costs are assigned as follows:

Assignment of

Total P&T Costs
Base 33.58%
Intermediate 39.97%
Peak 26.45%

J. Kennedy and Associates, Inc.
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These functional allocators for the base, intermediate and peak periods are identical
for both LG&E and KU under the Company’s methodology. Once the total
production and transmission demand-related costs have been functionalized to these
three categories, they are allocated to rate classes using three different class
allocation factors. For the 33.58% of production and transmission demand-related
costs that are assigned to the base period, costs are allocated using class energy use.
For the intermediate period costs that comprise 39.97% of all production and

transmission demand-related costs, costs are allocated to classes based on class

contribution to the winter system peak demand. Finally, for peak period costs that
comprise 26.45% of the Company’s total production and transmission demand-
related costs under the BIP method, costs are assigned based on each customer

classes’ contribution to the summer coincident peak.

Under the BIP method, 33.6% of the costs are assigned based on class energy and
40% of the costs are assigned on the basis of contribution to winter peak. Only 26%
of the total production and transmission demand-related costs for either of the two
operating companies are assigned based on customer class contributions to the

summer peak.

J. Kennedy and Associates, Inc.
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This is somewhat ironic, since it is the summer peak that drives the Company’s
planning requirements to acquire new generating capacity. In fact, based on the
Company’s 2001 integrated resource planning document, the summer peak for the
combined Company is expected to exceed the winter peak by about 1000 mWs for
each of the years through 2016. Placing this into perspective, the Company needs
an additional 1000 mWs of generating capacity to meet the summer peak, relative to
the requirements associated with the winter peak. Despite this fact, the Company
has allocated 40% of its costs based on customer class contributions to the winter

peak while allocating only 26% based on class contributions to the summer peak.

Has the Company provided any information that suggests that its proposed
BIP methodology is not consistent with the way the Company actually plans its

production facilities?

Yes. In response to supplemental data request 14 of KIUC, the Company discussed
an alternative cost of service methodology that it considered, but did not use in this
case. This methodology, entitled “Unserved Load-Methodology,” is described by
the Company as a method that reflects the allocation of costs on the basis of
unserved load hours, based on production simulation model results. According to

the response, the Company’s analysis indicated that 71.43% of the unserved load
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hours occurred during the summer peak period while 28.57% of the unserved load
hours occurred during the winter peak period. Under the unserved load
methodology, 71.43% of the Company’s production costs would be assigned based
on summer peak contributions, while 28.57% would be assigned on winter peak
period contributions. This is in contrast to the Company’s BIP method that assigns
40% of the costs based on the winter peak and only 26% on the summer peak. In its
response to KIUC No. 14, the Company contrasts the two cost of service methods as

follows:

While the unserved load methodology offers a good
representation of how the Company’s production facilities are
planned, the BIP methodology offers a good representation of
how the production system is utilized.

The Company goes on to state in its response that it selected the BIP method

because it had previously been accepted by the Commission.

In its response (referenced above), the Company has identified two alternative
characteristics of cost allocation methods. One of these characteristics is an
allocation based on planning criteria, the other is based on a utilization
criteria. Do you have any comments on these two characteristics associated

with cost allocation methods?

J. Kennedy and Associates, Inc.
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1 generally agree with the Company’s characterization of the two methodologies.
The BIP method assigns substantial cost responsibility to customer behavior at the
time of the winter peak, even though from a planning perspective, the Company
appears to agree that the summer peak is driving its costs. From an economic
efficiency standpoint, it would not appear to be particularly rational for rates to be
set based on class behavior at the time of the winter peak, when the Company is
incurring costs because of customer demand at the time of the summer peak. Under
the Company’s BIP methodology, even if a customer used no electricity during any
peak hour during the summer period, the custornér or customer class would be
assigned almost 74% of the costs that a similar customer would be assigned who
used energy during the summer peak, as well as during the winter and off-peak
periods. This would not scem to be an efficient cost allocation method and one that
would provide consumers with reasonable price signals related to the costs of

providing service.

The Company has characterized the BIP method as a method that provides a good
representation of “how the production system is utilized.” Without agreeing or
disagreeing with this characterization, I would note that allocating costs based on

how the system is utilized is closer to a value of service method for assigning costs

J. Kennedy and Associates, Inc.
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as compared to a cost of service method, which should reflect how costs are actually

being incurred to serve customers.

Are there any indications in the Company’s rate design that the summer peak
is a more significant factor affecting the Company’s costs than the winter

peak?

Yes. LG&E’s Rate LP-TOD is a good illustration. Under the Company’s proposed
rate design, the peak period demand charge for the summer months is $9.65 per kW,
while the corresponding peak period demand charge for the winter months is $7.11
per kW. This rate design reflects a rational response to the incurrence of costs on
the Company’s system. Further, it also reflects the fact that market prices during the
summer months in the LG&E/KU region are much higher than in the winter and
other months of the year. The Company is signaling its customers that summer peak
demands for Rate Schedule LP-TOD customers are 36% more costly than winter
peak demands while the Company’s cost allocation methodology implies the
reverse. The BIP method weights contributions to the winter peak significantly

more than contributions to the summer peak.

J. Kennedy and Associates, Inc.
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What is your recommendation with regard to the use of the Company’s BIP

methodology to allocate costs to rate classes in this proceeding?

Though T do not agree with the underlying methodology associated with the BIP
method, KIUC is willing to utilize this methodology in order to establish a proposal
to apportion the Company’s authorized revenue increase to rate classes. As I will
discuss subsequently, under a variety of cost allocation methodologies, the results all
indicate that certain rate classes are substantially underpaying relative to the cost to
serve these classes (principally the residential class), while other rate classes are
substantially overpaying rates, relative to the costs to actually provide service to
these customers (large commercial and industrial customers). Under each of these
alternative allocation methods, similar patterns are produced with respect to relative
class rates of return. In each case, the residential class is shown to be receiving
substantial subsidies that are paid by other customers, particularly large customers

on the LG&E and KU systems.

Before discussing the alternative cost of service studies that you have
developed, would you please discuss the corrections that you indicated you

have made to the Company’s BIP method?

J. Kennedy and Associates, Inc.
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For both the LG&E and KU BIP class cost of service studies, |1 have made three
methodological adjustments to the Company’s analysis. These adjustments produce
studies that more properly reflect the underlying assumptions relied upon by the
Company’s in these studies. In addition, I have made two data corrections that I

found to be required in the KU BIP study.

Would you please begin your discussion of the common adjustments that you

have made to the LG&E and KU BIP cost of service studies?

The first adjustment that I made involves the removal of the ECR related rate base
from each of the studies. As discussed by the Company in its testimony and data
responses, the Company removed ECR related costs and revenues from each of the
class cost of service studies, since these costs are being recovered in the ECR rider.
With regard to the investment costs associated with the ECR rider, the Company
adjusted its capitalization by removing the associated amounts that are being
recovered through the ECR. However, the Company did not make any
corresponding adjustments to the rate base of each of the Operating Companies. All
of the ECR related investments continue to be included in the Company’s rate base
and only the capitalization, which affects the required rate of return at proposed

rates, has been adjusted. Since these ECR rate base items are not uniform among
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the customer classes, it is appropriate to also remove these investments from rate
base to produce a consistent cost of service study. These ECR rate base adjustments
are based on the corresponding adjustments that the Company made to its

capitalization.

The second adjustment that I made concerns the treatment of the curtailable service
rider (*“CSR”) credit in the Company’s cost of service study. The methodology used
by the Company to reflect interruptible and curtailabie credits paid to certain of its
customers is to reduce the expenses associated with these credit payments for rate
classes containing customers taking service under the CSR and then allocating this
credit cost as a expense to all rate classes. This methodology, which T generally
support, is consistent with the Company’s underlying economic rational for setting
the interruptible credit. The Company is using the avoided cost associated with a
combustion turbine to set the CSR credit level. Since the CSR credits paid to
customers are essentially payments for combustion turbine capacity, the Company
reasonably treated this cost as an expense that is assignable to all customer classes.
For cost of service purposes, the Company credits this expense to the customer
classes actually providing the interruptible credits and allocates the total to all

customer classes (including the aforementioned classes that provide the credits).

J. Kennedy and Associates, Inc.



10

11

12

13

14

15

16

17

18

19

Stephen J. Baron
Page 23

In this case, the Company is proposing to increase the CSR credit. However, the
Company has not included the increased “expense” associated with this credit in its
present rate cost of service study, although it has reflected this amount in the
proposed rate analysis. A proper cost of service study would reflect a proformed
level of CSR expenses and expense credits at the proposed CSR credit rate in the
cost of service study at “present rates.” This would provide a consistent basis to
analyze the contribution of each customer class to the Company’s overall rate of
return. Under the Company’s method, there is an unequal level of expenses in

present and proposed rates that should be adjusted.

The final common adjustment made to both the LG&E and KU BIP cost of service
studies is to change the methodology used to allocate the CSR related expenses to
customer classes. The Company has used the total BIP allocator to assign the CSR
credit expenses to customer classes. A more appropriate allocator for these peaking
costs would be the summer coincident peak allocator since these costs are associated
with combustion turbine capacity that is designed to meet the Company’s peak

demand needs during the summer period that drives the Company’s capacity

requirements.
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Would you please discuss the additional corrections that you made to the KU

BIP cost of service study?

Based on a review of the KU BIP cost of service study and the accompanying
workpapers, two data anomalies were discovered related to incorrect kW demands
used to develop the allocation factors. The first problem occurs for the all electric
schools and Rate 33 classes, wherein the summer and winter peak demands (used to
allocate peak and intermediate costs) where inadvertently set to “zero” for these
classes. It appears that this was an error in the spreadsheet. The second error
concerns the failure to include any NCP kW demand for Rate Schedule HLFS
secondary load. NCP demand is used to assign costs associated with secondary and
primary distribution service. Though the Company did assign demand for HLFS

primary customers, no HLFS secondary demand was assigned.

Have you made these corrections to the Company’s filed BIP class cost of

service studies?
Yes. Baron Exhibit (SJB-2) contains the corrected KU BIP class cost of

service study, while Baron Exhibit (SJB-7) contains the corrected LG&E BIP

class cost of service study. Both of these studies reflect the aforementioned changes
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that I have just discussed. Though, in total, these changes do not have a significant
impact on the cost of service study results, I believe they each represent a reasonable

adjustment (and in the case of KU, a required correction) to the Company’s studies.

Would you please describe the additional studies that you have developed to
assess the contributions of each customer class to the Company’s overall cost of

service

Yes. Baron Exhibits (SJIB-3), (SIB-4). {SIB-5) and (SJB-6) contain
the results of three alternative cost of service studies for KU. Each of these studies
incorporates the corrections that I previously discussed with regard to the

Company’s BIP cost of service study.

The first alternate cost of service study utilizes a traditional average and excess
demand method (“A&E”). The A&E methodology, which allocates production and
transmission demand costs in this study is presentéd in Exhibit _ (SJB-3). This
traditional cost of service method allocates demand related costs based on each
class’s contribution to average demands and the class contribution to excess
demands, which is defined as the class peak mW in excess of the average demand

mW for the class. The calculation of each class’s allocation factor is two-fold.

J. Kennedy and Assoaciates, Inc.



10

11

12

13

14

15

16

17

18

19

20

Stephen J. Baron
Page 26

First, production and transmission demand costs are assigned into two functional
categories in a manner similar to the BIP method. The functional allocator used in
the A&E method is the system load factor (about 60% for KU, 51% for LG&E).
The costs that are allocated using class contribution to average demand is the
amount equal to the system load factor (in percent) times the total production and
transmission demand costs. The remaining amount of production and transmission
demand related costs [(1 ~ load factor) times total demand costs] is allocated on
each classes’ relative excess demand. Excess demand is defined as the class non-

coincident peak minus the class average demand.

What is the rationale for the A&E methodology?

The A&E method recognizes that production and transmission demand costs are
incurred for both an energy and a demand basis. However, unlike the BIP method,
the energy share of costs is equal to the system load factor. For the remaining
amount of costs, however, the allocation is based on each customer classes’ excess
demand. Though this excess demand is based on the class non-coincident peak,
rather than the coincident peak, it is a measure of the relative load factor of the class
compared to the system load factor. For a 100% load factor customer, for example,

the excess demand would be zero and there would be no allocation of the excess
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component of costs. One of the reasons why the class non-coincident demand is
used for the excess portion is that if the class coincident peak demand is used, the

A&E method becomes identical to a single coincident peak method.

Would you please discuss the remaining cost of service studies that you have

developed for KU?

Baron Exhibit  (SJB-4) contains the results of a summer/winter average
coincident peak cost of service study, while Exhibit _ (SJB-5) contains the results
of a single summer coincident peak study. Exhibit  (SJB-6) contains the results
of a 12 CP study. Each of these studies represents additional cost of service
methodologies that have been used to allocate production and transmission demand
costs. In fact, the summer winter average method is similar to the unserved load
methodology that I referenced earlier in my testimony except that it is based on an
equal weighting between the summer and winter peaks instead of the 73/27%

weighting that the Company computed using the unserved load method.

What do the studies show with regard to the rate of return paid by the

residential class and the all-electric residential class?
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As can be seen from each of the exhibits summarizing the studies evaluated, the
residential and all electric residential classes pay substantially below the average
system rate of return. Under each of these methods, the residential class barely
covers its cost of service expenses and provides only a small portion of its share of
KU’s return. In fact, in a number of cases, the all-electric residential class produces
a negative rate of return, while the residential class produces a negative rate of
return under the summer CP method. Even under the Company’s BIP method,
which generally favors low load factor classes such as the residential class because
of its use of an energy allocator for a substantial part of the costs, the Company’s
residential class is only paying a rate of retumn on investment of 0.84%, compared to
the system average rate of return of 4.27%. This is in contrast to the rate of return
paid by large commercial and industrial customers on Rate LCI-TOD. These
customers are paying rates of return of between 8% and 10%, compared to the
system average rate of return of 4.27%. The Company’s coal mining rates are
paying rates of return even higher than this level. Similar results are shown for the

special contracts class that contains large industrial customer load.
Is there an alternative way to present this cost of service information so that it

could be used to assess the relative contribution of each customer class to the

Company’s overall costs?
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A. Yes. Table 1 below shows a summary for the five cost of service studies of the

relative class rates of return under present rates.
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Table 1
Kentucky Utilities
Class Rate of Return Indices under Present Rates
Corrected Average Sum/Win Summer 12

BIP & Excess CP CP cP
Total System 1.000 1.006  1.000 1.000 1.000
Residential Rate RS 0.196 0,119 0.175 {0.025) 0.220
All Electric Residential Eglt:s 0.113 (0.083) (0.058) 0.624 0.231
General Service GS 1.454 0.960 1.381 0.983 1.099

L.PHLF,

Combined Light & Power M 2.120 2568 2.323 1.878 1.885
Large Comm/Ind TOD LCI-TOD  t1.802 2444 2.393 2121 1.768
Coal Mining Power Primary MPP 3179 2874 3511 3.860 2728
Coal Mining Power Transmission MPT 2.848 3153  3.196 3.612 2.598
Large Power Mine TOD Pri LMPP 2.370 1673 2.830 3.218 1.654
Large Power Mine TOD Trans LMPT 2.405 2.292 2.605 2.999 2.509
Combination Of-Peak CWH (3.264) (3.254)  (3.234) (3.215)  (3.211)
All Elcetric School AES 1.084 0.480 1.010 0.515 0.718
Electric Space Heating Rider 33 0.452 (0.021)  0.410 0.018  0.050
Street Lighting StLt {0.128) (0.180)  (0.122) (C.004) (0.052)
Decorative Street Lighting Dec StLt 0.769 0.733 0.778 0.854 0.823
Private Outdoor Lighting PO Lt 2.143 1.832 2260 3.078 2,726
Customer Outdoor Lighting COLt 1.843 1449 1.736 2.447 2,142
Special Contracts 2.060 2810 1941 1.347 3.719

This type of analysis is commonly referred to as a rate of return index presentation.

For the total system, the rate of return index is 1.0. For the residential class, under

the corrected BIP method, the rate of return index is 0.196. This means that
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residential customers are paying a rate of return at approximately 20% of the system
average. This is in contrast to the rate of return index for the large
commercial/industrial time-of-day class that has a rate of return index of 1.9. For
this class, customers are paying a return on investment equal to 190% of the system

average. A similar result occurs for the special contact class.

What conclusions do you draw from these relative rate of return indices using

a variety of cost of service methods?

Regardless of the cost of service method, residential and residential all electric
customers are paying rates of return substantially below the system average rate of
return. Under each method, residential customers are barely contributing any
amount to the Company’s overall return on investment. At the same time, large
industrial customers under Rate Schedule LCI-TOD and special contracts are paying
rates of return two or more times the system average rate of return at present rates.
The fact that this result occurs under a variety of. cost of service methodologies
suggests that it is not simply the selection of a cost of service method that is
producing these results, but rather it is a clear indicator that substantial subsidies

exist in KU rate.
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Have you prepared similar analyses for LG&E?

Yes. Baron Exhibits _ (SJB-7), _ (SJB-8),  (SIB-9), (SJB-10) and
____(SJB-11) contain cost of service study results for LG&E reflecting the same
five study methodologies. The corrected BIP method that 1 previously discussed
presented in Exhibit (SJB-7), while Exhibits (SJB-8) through (SJB-11) contain the

LG&E A&E results, the summer/winter CP results, the summer CP results.

Do the LG&E cost of service study results, under each of the five methods, lead
to similar conclusions with regard to subsidies being paid to residential

customers?

Yes. As can be seen, the rate of return for residential customers is in the range of
1.7% based on the corrected BIP method, compared to an overall system rate of
return of 4.59%. For large customers on Rates LP and LP-TOD, the rate of return
under the corrected BIP method is 5.82%, while under the four alternative methods
the rate of return rises to between 7% and 9%.' Table 2 summarizes these class

rates of return using the relative rate of return indices.

These reflect a combined rate of return for LP/LP-TOD rates.
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Table 2
Louisville Gas & Electric Com pany
Class Rate of Return Indices under Present Rates
Corrected  Average Sum/Win Summer 12

BiP & Excess CcP cp CP
Total System 1.000 1.000¢  1.00C 1.000 1.000
Residential Rate R 0.368 0.367 0.255 0.312 0.509
Water Heating Rate WH {1.606) (1.825) (1.599) {1.531)  (1.599)
General Service Rate G8 2.095 1558 1.875 1.341 1.830
Rate LC/LC-TOD 1.649 1778 1.689 1.583 1.350
Rate LP/LP-TOD 1.269 1529  1.781 2.051 1.274
Street Lighting Rate PSL 0.705 0.634 0.916 1.508 1.246
Street Lighting Rate SLE 0.103 (0.301) 0.802 9.501 3.024
Street Lighting Rate OL 0.790 0721 0.967 1.434 1.232
Street Lighting Rate TLE 2.424 3796 3422 4.400 2.664
Special Contracts 1.344 1.451 1.758 1.708 1.452

As can be seen, the residential class is producing a relative rate of return of .368
which means that residential customers are paying a rate of return of about 37% of
the system average rate of return. This is in contrast to large power customers who
are paying a rate of return of approximately 130% of the system average under the
BIP method and relative rates of return of 150% to 200% under the alternative
methods. For special contracts, similar results are also shown. Again, for LG&E as
in the case of KU, under a variety of cost of service methods, residential customers

are receiving substantial subsidies from other customer classes.

J. Kennedy and Associates, Inc.




10

11

12

13

14

15

16

17

18

19

Stephen J. Baron
Page 34

Has KU proposed increases for each of its customer classes to address the

subsidy problem that you have just identified?

No. Table 3 shows the proposed increases requested by KU in this case. Based on
the Company’s overall increase request of $58.9 million, total revenues will increase
by 8.7% or 14.2% on a non-fuel basis. For residential customers, the Company is
proposing to increase rate revenues by 9% (.3% higher than the system average) or
13.7% on a non-fuel basis. Since the increase requested by the Company in this
case is related to non-fuel costs, it is appropriate to look at the impact of the
Company’s increase on non-fuel rate revenues. On this basis, despite the fact that
the residential class is not paying even close to cost of service at present rates, the
Company is actually proposing a smaller increase to non-fuel rate revenues for
residential customers than the system average increase. The final column of the
table shows the rate of return index at proposed rates under the Company’s revenue
apportionment recommendation. As can be seen,- the Company is proposing to
move the residential class to a rate of return index of 0.493. This means that under
the Company’s proposed rates, residential customers will continue to pay a rate of

return on allocated investment at about 44% of the system average rate of return,
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Total System

Residential

All Electric Residential
General Service
Combined Light & Power

Large Comm/ind TOD
Ceal Mining Power
Primary

Coal Mining Power
Trans

Large Power Mine TOD
Pri

Large Power Mine TOD
Trans

Combination Off-Peak

All Electric School
Electric Space Heating
Rider

Street Lighting
Decorative Street
Lighting

Private Qutdoor Lighting
Customer QOutdoor
Lighting

Special Contracts

Kentucky Utilities
KU Proposed Increase

Table 3

Percent increase

KU on Total on Non-Fuel
Proposed Rate Rate
Increase Revenues Revenues
58,911,660 8.7% 14.2%
10,917,610 9.0% 13.7%
13,171,979 10.0% 15.7%
5,663,282 8.6% 11.9%
18,928,419 8.3% " 14.4%
6,910,666 8.2% 16.6%
405,257 8.5% 14.6%
319,850 8.5% 16.4%
165,746 8.5% 15.6%
347,607 8.5% 17.6%
96,148 23.2% 45.8%
- 0.0% 0.0%
129,034 19.3% 31.9%
512,748 9.5% 10.8%
76,631 9.5% 9.9%
517,636 8.2% 9.8%
72,319 8.1% 9.8%
676,728 4.7% 9.7%

(1) ROR index using Corrected BIP Cost of Service

Study

ROR Index
at Proposed

Rates {1}

1.000

0.439
0.3
1.262
1.813
1.702

2.529
2.333
2.012

1.995
(1.873)
0.684

1.046
0.060

0.666
1.639

1.289
1.525

revenucs.

Focusing on the large commercial/industrial time of day rate, the Company is

proposing an increase in total rate revenues of 8.2% and 16.6% on non-fuel rate

revenues, well above the system average increase of 14.2% on non-fuel rate

J. Kennedy and Associates, Inc.
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customers is 1.7 (170% of system average). For special contract customers, the
Company is proposing a lower overall revenue increase for the class, on both a total
rate revenue and a non-fuel rate revenue basis. However, the rate of return index at
proposed rates still continues to be 1.5 (150% of the system average). More
importantly, as 1 will discuss, for one of the special contract customers,
MeadWestvaco, the proposed non-fuel increase is 50% above the system average

(22% compared to the system average increase of 14.2%).

Is the Company proposing a similar revenue apportionment approach for

LG&E?

Yes. Table 4 shows a similar analysis for the LG&E proposed increases. The
Company 1s proposing an overall increase of 11.4% on total rate revenues and 15%
on non-fuel revenues. For residential customers, with a test year relative rate at
return of about half that of system average at present rates, customers will receive an
increase of 12.3% on total revenues and 15.6% on non-fuel rate revenues, almost
about the same as the system average. At proposed rates, the rate of return index for
residential customers under the BIP method advocated by the Company is about
0.56. This means that these residential customers will contribute a rate of return on

investment at about 56% of the level of the system average. Again, this can be
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Table 4
Louisville Gas & Electric Com pany
Proposed Increase on Non-fuel Revenues
LG&E Proposed Increase
Percent Increase
LG&E on Total on Non-Fuel ROR Index
Proposed Rate Rate at Proposed
Increase Revenues Revenues Rates (1)

Total System 64,260,364 11.4% 15.0% 1.000
Residential Rate R 26,277,410 12.3% 15.6% 0.557
Water Heating Rate WH 156,774 21.7% 30.1% {0.770)
General Service Rate GS 8,974,815 11.0% 13.7% 1.776
Rate LC/LC-TOD 13,708,637 10.6% 14.3% 1.449
Rate LP/LP-TOD 10,638,506 10.8% 15.9% 1.199
Street Lighting Rate PSL 586,307 12.3% 14.0% 0.690
Street Lighting Rate SLE 17,030 12.3% 18.4% 0.376
Street Lighting Rate OL 726,051 12.3% 13.7% 0.739
Street Lighting Rate TLE 56,796 10.4% 13.8% 2.015
Special Contracts 3,118,038 11.4% 14.9% 1.283
(1) ROR index using Corrected BIP Cost of Service Study

contrasted to the Company’s proposal for Rate LP time-of-day customers who are
receiving an increase on total rate revenues of 10.8% and non-fuel rate revenues of
15.9% (in excess of the system average). Again, the Company is proposing a rate of
return index for these customers at proposed rates of about 1.2, which means that
these customers will continue to pay a rate of return at a level of 120% of the
Company’s required rate of return. Similar results are shown for special contract

customers.
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What overall conclusions have you drawn from your amalysis of the

Company’s proposed increases in this case for both KU and LG&E?

Both LG&E and KU have failed to adequately address the subsidy problem in their
recommended apportionment of the overall revenue increases in this case. Even
under the BIP cost of service study methodology advocated by the Company as the
basis to measure the relationship between rates and cost of service, there is no

material mitigation n in the subsidy problem under the Companies’ proposals.

Have you developed an alternative methodology to apportion the Company’s

authorized revenue requirement increase in this case?

Yes. I am recommending a methodology that would specifically provide for
mitigation of the subsidies under present rates paid and received by each rate class.
The methodology that T recommend is a “25% subsidy reduction method,” wherein
the subsidies paid and received by each rate class at present rates are reduced by

25% in the apportionment of the authorized revenue requirement increase, if any.

Though the alternative cost of service methods that 1 have looked at (A&E, S/W

average, and summer CP and 12 CP) generally produced more favorable results to

large industrial and commercial customers, I am relying on the Company’s BIP
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methodology as corrected, to apportion the revenue increase. Under a 25% subsidy
reduction methodology, the proposed increases for each customer class are
specifically designed to mitigate 25% of the subsidy at proposed rates. Baron
Exhibits  (SJB-12) and  (SJB-13) present the results of the 25% subsidy

reduction methodology for KU and [.G&E respectively.

Would yvou please explain the revenue requirement methodology that you are

recommending in Exhibits (SJB-12) and (SJB-13)?

The methodologies are identical for both Compémies and for the purposes of
explaining the approach, 1 will refer to the KU analysis presented in Exhibit (SJB-
12). Pages 1 through 3 of Exhibit (SJB-12) contain the results for each KU rate
class or rate group (a group of rate schedules with related rate design objectives).”
To simplify the explanation of Exhibit (SJB-12), I will focus on the large
commercial/industrial TOD rate schedule. The first set of rows in the exhibit shows
the rate of return at present rates under the Company’s BIP cost of service study,
corrected for the problems that I previously addressed. As shown, for the LCI-TOD
rate, the rate of return at present rates is 8.12%, compared to the system average rate

of return of 4.27%.

Following the approach of the Company, certain rate classes have been grouped together for the purposes of
assigning a revenue increase target for the class or rate schedule. As discussed by the Company in data
responses, certain rate schedules have been grouped together by the Company to insure that there is no
incentive or disincentive for customers switching due to a change in the relative rates among these schedules.
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The second set of rows develops the rate of return at KU’s proposed rate increase
for each customer class or rate grouping. For the LCI-TOD rate, the Company’s 1s
proposing an increase of $6.9 million that would produce a rate of return at
proposed rates to 11.51%. This compares to an overall KU rate of return for all rate
classes at proposed rates of 6.76%. As | show in Table 3, the rate of return index at
proposed rates recommended by KU in this case for the large commercial and
industrial TOD rate is 1.7 (the ratio of 11.51% to 6.76%). Despite the Company’s
proposal to assign a slightly lower overall revenue increase for this class (8.2%) than
the system average increase (8.7%), the Company’s proposal does very little to
reduce the subsidies paid by LCI-TOD customers. Again, it is important to
remember that this subsidy analysis is premised on the Company’s recommended

cost allocation methodology in this case, the BIP method.

The next portion of Exhibit (SJB-12) is designed to calculate the increase that would
be appropriate if current subsidies (at present rates) are reduced by 25%, after the
proposed rate increase. As can be seen for the LCI-TOD class, the subsidy that KU
is recommending at proposed rates for these customers is $9.67 million. This
compares to the current subsidy of $7.8 million. KU is proposing to actually

increase the subsidy paid by LCI-TOD customers by 23%. Ironically, the Company

KIUC recommends adopting this general approach.
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is also proposing to increase the subsidies received by residential customers by
almost $2 million and the subsidies received by “all electric residential” customers
by an additional $2 million. Despite the Company’s proposal in this case to increase
residential rates by approximately 1% above the system average as recognition of
the large subsidies being received by these rate schedules, the Company’s increase
recommendation actually moves subsidies in the opposite direction. Subsidies are

increased for residential customers on Rate RS and Rate FERS.

Continuing with the discussion of the 25% subsidy reduction methodology, the base
rate increase required for a 25% subsidy reduction is computed and shown to be
$3.122 million for Rate LCI-TOD. This produces a rate of return at proposed rates
for this rate class of 9.65%, reflecting a 25% subsidy reduction. As can be seen in
the fourth set of rows (bottom portion of the exhibit), the amount of subsidies after
the increase under KIUC methodology for LCI-TOD would be $5.8 million, which

is a 25% reduction from the current subsidy of $7.8 million.

The final three rows of the exhibit summarize the results of the analysis. The
Company is proposing an overall increase of 8.7% on total rate revenues. For Rate
Schedule LCI-TOD, KU is proposing an 8.21% increase. This contrasts with a

3.27% reduction that would be required if the Company were to achieve equalized
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rates of return at proposed rates. Since the KIUC recommended apportionment
method only reduces subsidies by 25% (as opposed to 100% that would be required

for equalized rates of return), KIUC is proposing an increase for LCI-TOD of

3.71%, assuming that the Company received its entire revenue requirement request
in this case. For residential customers, the Company is proposing a 9.01% increase,
while a 25% subsidy reduction methodology produces a 14.4% increase for Rate RS
customers. However, it is important to recognize that these percent increases are
premised on the Company receiving its entire $59 million revenue increase request
in this case. To the extent that the Company receives an amount less than its
request, as recommended by other KIUC witnesses in this case, the 25% subsidy
reduction revenue apportionment methodology would produce lower increases for

each customer class.

Table 5 shows the allocation of the increase using the KIUC proposed methodology,
based on the Company’s $58.9 million revenue increase request. The column
labeled “Allocation of Increase” shows the apportionment of the $58.91 million
increase to each rate class using the 25% subsidy methodology. KIUC recommends
using this allocation apportionment (the percentages shown on Table 5) for any
increase granted KU in this case. Finally, in the event that KU receives a revenue

decrease in this proceeding, KIUC would recommend following the 25% subsidy
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reduction method, with the caveat that no rate class or group of rate classes should

receive an increase.
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Table 5
Kentucky Utilities
KIUC Proposed Increase using "25% Subsidy Reduction” (1)
{Assuming 100% of KU Requested Increase)
Proposed Increase Allocation
% Total Oof
$ Amount Rev Increase
Total System 58,911,660 8.7% 100.000%
Residential Rate RS 17,484 557 14.4% 29.679%
All Electric Residential Rate FERS 21,185,839 16.1% 35.962%
General Service GS 4,905,523 7.5% 8.327%
Combined Lit & Pow LP,HLF.M 7,857,308 35% 13.337%
Large Comm/Ind TOD LCI-FOD 3,122,526 3.7% 5.300%
Coal Mining Pow Pri MPP 23193 0.5% 0.039%
Coal Mining Pow Trans MPT 48,456 1.3% 0.082%
L.g Pow Mine TOD Pri LMPP 49,345 2.5% 0.084%
Lg Pow Mine TOD Trns LMPT 108,077 2.6% 0.183%
Combination Off-Peak  CWH 536,171 129.4% 0.910%
All Elcetric School AES 328,759 8.3% 0.558%
Electric Space Heat 33 77,318 11.6% 0.131%
Street Lighting St Lt 1,988,224 36.8% 3.375%
Decorative St Lighting Dec St Lt 171,660 21.3% 0.291%
Private Outdoor Lighting PO Lt 340,841 5.4% 0.579%
Customer Qutdoor Lgt C O Lt 76,820 8.6% 0.130%
Special Contracts 607,042 4.2% 1.030%
(1) Based on Corrected BIP Cost of Service Study
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Is the methodology that you are recommending for LG&E, as shown in Exhibit

(SJB-13), identical to the method you have just discussed for KU?

Yes. Baron Exhibit (SIB-13), pages 1 and 2, presents an identical analysis for
LG&E using the corrected BIP cost of service study results that 1 previously
discussed. Table 6 shows the KIUC recommended apportionment of LG&E’s

$64.26 million revenue increase.

Table &
Louisville Gas & Electric Com pany

KIUC Proposed Increase using "25% Subsidy Reduction™ (1)
{Assuming 100% of LGE Requested Increase)

Proposed Increase Allocation
% Total of

Amount Rev Increase

Total System 64,260,364 11.4% 100.000%
Residential Rate R 37,864,144 17.7% 58.923%
Water Heating Rate WH 477,652 66.1% 0.743%
General Service Rate GS 3,767,827 4.6% 5.863%
Rate LC/LC-TOD 8,926,641 6.9% 13.821%
Rate LP/LP-TOD 8,710,760 8.9% 13.555%
Street Lighting Rate PSL 999,777 20.9% 1.556%
Street Lighting Rate SLE 27,656 19.9% 0.043%
Street Lighting Rate OL 1,222,512 20.7% 1.902%
Sireet Lighting Rate TLE 16,316 3.0% 0.025%
Special Contracts 2,247,079 8.2% 3.497%

(1) Based on Corrected BIP Cost Study
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Assuming the Company receives a lower authorized revenue increase, as
recommended by KIUC, the allocation percentages shown in Table 6 should be used
to apportion the increase. Finally, as in the case of KU, if the Company were to
receive a revenue decrease in this proceeding, the decrease should be allocated to
reduce subsidies by 25%, subject to the caveat that no customer class or group of

classes should receive an increase.

KIUC is proposing that the Commission adopt a specific methodology in this
case to address the subsidy problem that you have identified in both the KU
and LGE rates. Do you believe that your proposal to reduce subsidies by
25% is consistent with the economic development objectives of the State of

Kentucky?

Yes. The Kentucky Cabinet for Economic Development (“KCED”) has issued a
White Paper that specifically addresses the significance of low cost electricity in
Kentucky as a factor in attracting and keeping industry in the State. According to

the White Paper:

“In Kentucky, we provide a wealth of information about power for
companies considering us in the site selection process. And we are
often asked about it since we have been ranked the least expensive for
industrial users of electricity, Strong said” [Shedding Light on Energy:
How Supply and Costs Affect Business Decisions, KCED White Paper,
http://www.thinkkentucky.com/kyedc/pdfs/Whitepaper energy.pdf.]
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In this case, KIUC is only requesting that the Commission recognize that the
reduction of subsidies is a reasonable policy objective and that it should be

implemented gradually (25% reduction) beginning in this case for both KU and

LGE.
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111. RATE DESIGN ISSUES

Have you reviewed the Company’s proposed rate design for large commercial

and industrial customers on the KU and LG&E systems?

Yes. In both cases (LG&E and KU), the proposed rate design results in a reduction
in the energy charges of the large customer rates and increases in the demand
charges. As a general rate design policy matter, KIUC supports the Company’s
basic rate design for Rate Schedules LP and LP-TOD in the case of LG&E and LCI-
TOD on the KU system. For both Companies, the rate design philosophy
recognizes that the Company’s cost of service results support lower energy charges

and higher demand charges, every thing else being equal.

Under the assumption that the Commission authorizes a lower revenue
increase than requested by each of the Companies and/or adopts the KIUC
recommendation to reduce subsidies by 25%, the revenue requirement target
for each of the large commercial and industrial rates would be reduced,
compared to the targets used by the Company. What is your recommendation
as to how KU’s proposed LCI-TOD and LG&E’s proposed LP-TOD and LP

rates should be adjusted in the event of a lower revenue requirement target?
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Since KIUC generally supports the Company’s proposal to decrease the energy
charges of each of the rates and apply any authorized revenue increases to the
demand charges, KIUC would recommend continuing this policy in the event that
the revenue increases required from each of these rate schedules is lower than
proposed by the Company. In order to accomplish this objective, KIUC
recommends that any adjustment to the target revenue increase required pursuant to
the Commission’s decision in this proceeding be applied on an equal percentage
basis to reduce the demand charges proposed by the Company in its filing. For the
energy charges of the respective rates, KIUC recommends the Company’s proposed

levels.

Do you have any examples of how this rate design methodology would be

implemented?

Yes. Baron Exhibit (SIB-14)}, pages 1 and 2 show the proposed rate design for
KU Rate Schedule LCI-TOD, primary and transmission. The methodology
recommended by KIUC is to apply the decrease in targeted revenue requirements

for the LCI-TOD rate class to the demand charges of both rates, on an equal
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percentage basis. In addition, KIUC would maintain, on a constant dollar basis, the

proposed voltage differential between the primary and transmission rates.

Under the Company’s LCI-TOD rate design proposal, this class receives an increase
of $6,910,666 (see Table 3). Under the KIUC methodology of reducing subsidies
by 25%, LCI-TOD would receive an increase of $3,122,526 (assuming KU is
authorized all of its requested increase). The KIUC rate design recommendation 1s
to apply the reduced revenue increase target (33,788,140) to the Company’s
proposed LCI-TOD demand charges. Since KIUC wants to maintain the absolute
voltage differentials between primary and transmission, as proposed by the
Company, the $3.788 million reduction in the revenue increase target is applied to
the demand charges recommended by KU in this case on an across-the-board basis,
holding constant the voltage differentials recommended by KU. Page 1 of Exhibit
(SJB-14) shows the results of this analysis. As can be seen in columns 7 and 8,
KIUC is recommending that the customer charge and the energy charge be
maintained at the proposed KU levels. All of the revenue adjustment that KIUC is
recommending for Rate LCI-TOD is applied to the on- and off-peak demand

charges.
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Under the Company’s proposal, the on-peak demand charge is $5.52, while the
charge under the KIUC adjusted rate is $4.79. The end result is to produce an
increase for the primary portion of LCI-TOD of $2.4 million as compared to the

Company’s proposed increase of $5.38 million.

Page 2 of the exhibit shows a similar analysis for Rate LCIT-TOD, which is the
transmission voltage portion of Rate Schedule LCI-TOD. This rate design follows
the same methodology as shown on page 1 of the exhibit. The end resuli is that the
proposed on-peak and off-peak demand charges for the primary rate code differ
from the corresponding charges for the transmission rate code by exactly the same

differential as proposed by the Company for Rate LCI-TOD.

Have you performed a similar analysis as an illustration for LG&E’s Rate

Schedule LP-TOD?

Yes. In the case of the LP-TOD rate schedule, the Company has indicated in data
responses that its rate design philosophy is to group the LP-TOD and LP schedules
together, to maintain the relationship between the two rates. Following KIUC’s
adoption of the Company’s general rate design philosophy, I have prepared an

analysis of the recommended changes to Rates LP and LP-TOD that reflects the
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reduced revenue requirement target recommended by KIUC, but maintains the
Company’s basic rate design philosophy. Baron Exhibit __ (SJB-15) shows the
results of this adjusted rate design for Rate Schedules LP and LP-TOD. All of the
target revenue requirement change (in the form of a reduction from that proposed by
LG&E) has been applied to the demand charges of the rate, while maintaimng

differentials on a voltage basis and among Rate Schedules LP and LP-TOD.

Each of the Companies is proposing new tariffs or changes in tariffs associated
with riders that would be applicable to large commercial and industrial

customers. Have you reviewed these proposals for new riders?

Yes. Both LG&E and KU are proposing three riders that would be applicable to
KIUC members, under certain circumstances. The first of these riders is the excess
facilities rider that provides a mechanism for customers to pay for contributions in
aid of construction monthly, rather than in a single payment. For LG&E, the
Company is proposing to implement an excess facilities rider for new construction
projects but would continue to apply the existing fac.ilities rider to existing customer
facilities. As such, for LG&E, there is no cost impact from the proposed excess

facilities rider on existing customers. KIUC does not object to the Company’s
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proposal for the LG&E rider, as long as the provision regarding applicability is

maintained in the tariff,

For KU, there is no current excess facilities charge rider. Rather, current customers
pay a lease rate associated with contributions in aid of construction. Under the
excess facilities rider for KU, which is a new rider, the lease rate would be reduced.

KIUC does not object to KU’s excess facilities rider.

Would you please discuss the Company’s proposéd redundant capacity tariff?

For both KU and LG&E, the redundant capacity rider is new and, according to the
Company, does not have any test year revenues associated with the rider. Based on
discovery responses from the Company, no existing customer facilities would be

charged under this redundant capacity rider.

It appears that the redundant capacity rider is designed to reflect additional costs that
the Company incurs on its distribution system associated with redundant distribution
feeders that would be paid for through the excess facilities rider. For specifically
assigned distribution facilities (e.g., a separate distribution feeder), customers are

required to pay for this investment through a contribution in aid of construction,
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pursuant to the excess facilities rider. The redundant capacity rider is designed to
recover incremental costs associated with the distribution system that may be
incurred as a result of providing an alternative distribution feeder to a customer

location.

Though in principle, KIUC does not object to the redundant capacity rider, KIUC
recommends a change to the redundant capacity rider, in the event that the
Commission approves the tariff. The change that KTUC recommends is: for each
instance wherein the Company proposes to charge a redundant capacity fee, the
Company must provide to the customer an analysis that shows that the Company
will in fact require additional distribution facilities (above the customer provided
contributions) in order to provide the redundant distribution capacity to the
customer. Under the Company’s proposal, the Company would simply be able to
charge the customer an additional charge (in the form of a reservation charge) for
the assumed additional distribution network facilities that are required to provide the
customer with a redundant service, beyond the customer specific costs paid for
through the excess facilities rider. KIUC recommends that the Company be
required to demonstrate to the customer that such additional costs are being incurred
to provide the so-called redundant capacity. This requirement would provide the

customer an opportunity to review and, potentially challenge, the Company’s
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redundant capacity charges pursuant to this tariff, KIUC does not believe that this
change to the redundant capacity tariff is burdensome and would provide customers,
who would otherwise incur these costs, a basis to evaluate whether the Company
will actually incur additional distribution costs associated with the customer’s

specific request for service.

What is the third new rider being proposed by the Company in this case?

The third rider being proposed by both LLG&E and KU is associated with
intermittent and fluctuating loads. Both LG&E and KU have indicated in responses
to KIUC data requests that there were no test year revenues on this rider and that
each of the Companies does not know what the revenues will be in the future.
KIUC does not object to this tariff. However, since the Company has indicated that
it does not know what revenues there will be in the future associated with the tarift,
KIUC proposes that in no event should this tariff be applied to existing loads and
load characteristics for any customer, currently taking service during the test year.
Thus, if the Commission approves this tariff, it wouid not apply to any existing KU
or LG&E customer unless the customer changed its load or load characteristics from

the level or behavior that occurred during the test year.
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Are there any additional rate design issues that you would like to address?

Yes. KIUC believes that the KU and LGE fuel roll-in procedure should be
modified in a manner that recognizes the differential in fuel costs among rate

schedules on the basis of service voltage.

In the current case, both KU and I.GE have allocated test year fuel expense on the
basis of class energy, adjusted for losses. This is the appropriate method to assign
cost responsibility for these energy related costs. However, no such loss
adjustments are made to rolled-in fuel costs during the roll-in of fuel costs to base
rates that occurs periodically for both Companies. KIUC believes that in future
fuel roll-in proceedings, the Company be required to roll-in fuel costs into base
rates on a voltage differentiated basis, following the concept used by the Company

in this case to allocate fuel expense to rate schedules.

Is KIUC recommending that the fuel clause itself be voltage differentiated?

No, not at this time.
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IV. INTERRUPTIBLE AND CURTAILABLE SERVICE

Have you reviewed the Company’s proposal to change the interruptible and
curtailable service riders applicable to large commercial and industrial

customers?

Yes. LG&E is proposing to eliminate its current interruptible service rider and
replace it with a curtailable service rider (“CSR™). The LG&E proposal, in addition
to changing the ftitle of the rider, would result in an increase in the current
interruptible credit from $3.30 per kW for primary customers to $4.05 per kW and
an increase for transmission customers in the credit from $3.30 per kW to $3.98 per
kW. In addition, the maximum annual hours of interruption is being increased from
250 hours to 500 hours per year. Finaily, the penalty for unauthorized use during an
nterruption is being increased from $15.00 per kW of monthly billing demand to
$16.00 per kW for each non-compliance request. This $16.00 per kW non-
compliance charge would apply to each request for interruption (in the event the
customer failed to comply), as compared to the current penalty charge that applied
on a monthly basis to billing demand, rather than on each non-compliance event.
The Company is also proposing to continue its current 10-minute notice to interrupt

requirement in the tariff.
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For KU, the proposed changes in the interruptible tariff are more substantial. KU
currently has a curtailable service rider that incorpofates two levels of interruption.
For those customers electing a 75 or 100-hour maximum annual interruption level,
the Company is proposing to increase the primary voltage interruptible credit from
$1.60 per kW to $4.19 per kW. The transmission credit for these customers would
increase from a $1.55 per kW to $4.09 per kW. For customers who elect 150 hours
or 200 hours of maximum annual curtailment, the primary credit would increase
from $3.20 per kW to $4.19 per kW, while the transmission voltage credit would

increase from $3.10 per kW to $4.09 per kW.

However, as in the case of LG&E, the proposed KU CSR tariff permits annual
interruptions of up to 500 hours per year for both primary and transmission voltage
CSR customers. Thus, for these KU customers, the annual maximum hours of

interruption would increase by 250% to 500%.

What is the basis for the Company’s proposed CSR credits, applicable to both

LG&E and KU?
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The Company is proposing to revise its interruptible and curtailable service rates to
reflect a credit based on the avoided cost associated with a simple cycle combustion
turbine. The credit for both LG&E and KU is determined based on the cost of a
new CT and reflects the Company’s view that interruptible load is a substitute for

otherwise required peaking capacity.

Do you believe that the Company’s proposed CSR tariff is reasonable, based

on its avoided CT cost methodology?

In part. First, as I will discuss subsequently, T do not believe that the Company’s
proposed 500 hour maximum potential hours of interruption is reasonable, based on
a review of the Company’s expected operation of combustion turbines on the
LG&E/KU system. Second, the Company’s proposed 10 minute notice provision,
which appears to reflect the requirement in ECAR for interruptible load to qualify as
spinning reserve, is not reasonable in light of the proposed credit that the Company
is offering. Combustion turbines, even in a hot-start mode, cannot start-up in 10
minutes unless they are already running. Thus, the Company’s proposed 10-minute

notice requirement is not reasonable.
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The third concern that [ have with the Company’s proposal is that it does not offer
curtailable service customers the option of electing to “buy-through” an interruption
at prevailing market rates, if such power is available. Finally, the interruptible credit
should include an additional component to reflect fuel savings provided during

actual interruptions.

Would you please discuss the first concern that you have with the Company’s
CSR tariff, the increase in the maximum annual hours of potential

interruption to 500 hours?

The Company is proposing to increase the maximum annualized hours of
interruptions on the LG&E system by 100% (from 250 hours per year to 500 hours
per year), while increasing the KU maximum annual hours of interruption from
either 100 or 200 hours to 500 hours. The Company’s proposal appears to be based
on its expectations for the operating characteristics of combustion turbines on its

system.

Have you performed an analysis to determine a reasonable level of annual

maximum interruptions that should be reflected in the Company’s CSR tariff?
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Yes. Baron Exhibit  (SJB-16) shows an analysis of the actual and expected
operation of the Company’s combustion turbine capacity (LG&E and KU
combined) for the test year and for calendar year 2004, based on projections
developed by the Company. As can be seen from this exhibit, during the test year,
the Company’s combustion turbines ran from 0 hours per year up to 375 hours per
year. For calendar year 2004, based on production cost simulations prepared by the
Company, the Company’s CT’s ran from a low of O hours per year up to 370 hours
per year for Brown Unit 6. In order to develoﬁ a reasonable estimate of the
expectations of the Company’s combustion turbine fleet during the test year and the
first rate effective calendar year (2004), I developed an analysis that averaged the
hours of operation of the Company’s CTs for the two years, on a mW weighted
basis. The results of that analysis, shown in Exhibit (SJB-16), demonstrate that on
average, the Company’s combustion turbine capacity operates at 174 hours per year.
In fact, this value is high because I did not include in the calculation any combustion
turbine capacity whose output in either the test year or in calendar year 2004 is
expected to be 0 hours. If that capacity had been included, the weighted average

hours of CT operation would be much lower.
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Under your proposed methodology for determining the appropriate level of
maximum annual hours of interruption, are the Company’s larger CTs given

more weight in the calculation?

Yes. The Company’s newer CTs tend to be larger and are weighted at a higher level
in the calculation than the Company’s smaller combustion turbines. As shown in
Exhibit (SIB-16), these larger units also have the lowest heat rates, which tend to

drive the operation of these units to a higher level.

What is your recommendation for modifying the Company’s proposed CSR

tariff with regard to maximum annual hours of interruption?

Based on the analysis that I prepared, I am recommending that the maximum annual

hours of interruption be set at 175 hours per year, for both LG&E and KU.

The Company’s production cost analysis shows that in future years, beyond
2004, some of the Company’s CTs will operate in the 400 to 600 hour range
annually. Does this information justify the Company’s 500 hour maximum

hours of interruption?
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No. These projections are based on production cost simulation model that is, in turn,
based on assumptions regarding load on the system, natural gas prices, market
conditions and other factors. As such, it is reasonable to rely on the test year results

and rate effective period, rather than a longer term forecast for setting rates.

You indicated previously that the Company is proposing to utilize a 10-minute
notice requirement for interruption in its KU and LG&E tariffs. Do you

believe that this is reasonable?

No. Though it is necessary for interruptible load to be curtailed within 10 minutes if
it is qualify as ECAR operating reserve, the Compaﬁy’s interruptible credit does not
provide any compensation to interruptible customers for operating reserve
associated benefits. More significantly, the Company’s combustion turbine capacity
cannot start from a cold start or even a hot start within 10 minutes. If standard
combustion turbine capacity is going to provide spinning reserve capability, it must

be running to do so.
Since the Company’s proposed interruptible credit and the philosophy underlying its

CSR tanff is to utilize interruptible load as a substitute for combustion turbine

capacity, it is only reasonable to provide a notice provision for interruption
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equivalent to the start-up time constraint underlying the Company’s combustion
turbines. Also, if the Company were to offer a 10 minute interruption notice option,
then it also should provide customers with the economic benefits (in terms of
avoided costs) provided by substituting interruptible load for resources that would
otherwise be operating to provide operating reserves on the system. For example, if
the Company were utilizing combustion turbine capacity to satisfy a portion of its
spinning reserve requirements, there would be an economic cost associated with
doing so since, presumably, this capacity would have to operate at minimum or
above in order to qualify for spinning reserve. Alternatively, if the Company were
to allocate a portion of its committed units to spinning reserve (by not fully loading

such units in merit order), then there is also an economic cost.

What is your recommendation with regard to the Company’s 10-minute notice

provision?

The Company’s CSR tariff should be modified to reflect a notice provision
commensurate with an average expected start-up time the Company’s CTs. It is my
understanding that the start-up time for new combustion turbines would be in the
range of 30 minutes for a hot start and up to several hours for a cold start. [ would

recommend that the notice provision be modified to a 1 hour notice.
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You indicated previously that the Company has developed its proposed CSR
interruptible credit based on the avoided costs associated with a new
combustion turbine. Has the Company fully reflected the avoided cost
associated with combustion turbine capacity in its interruptible credit

calculation?

Not entirely. Though I do not object to the Company’s calculation of the fixed
combustion turbine costs that would be avoided by interruptible load, the Company
has not recognized the economic benefits provided by interruptible load that are
associated with fuel savings. Based on the results shown in Exhibit (SJB-16), the
mW weighted average heat rate for combustion turbine capacity on the LG&E/KU
system is approximately 10,704 Btu per kWh. At a $5.00 per million Btu cost of
natural gas, combustion turbines would have operating costs for each hour that they
run equal to about 5 cents per kWh. This is substantially greater than the energy
charge in either the LCI-TOD rate on the KU system or the LP-TOD energy charge
for LG&E. Since interruptible load, when actually interrupted, will avoid the
otherwise applicable operation of a CT (at perhaps 5 cents per kWh), but the
customer only saves the energy charge of the otherwise applicable tariff, there is a

mismatch between the economic benefits provided and the interruptible credit in

J. Kennedy and Associates, Inc.



10

11

12

13

14

15

16

17

18

19

20

Stephen J. Baron
Page 66

Rate CSR. Iam recommending that the Company’s CSR tariff be revised to include
an additional credit based on the actual hours of interruption that reflects the fuel
savings provided by interruptible customers, relative to the avoided energy charges

in their otherwise applicable rates.

Do you have any additional changes to the Company’s proposed CSR tariff

that you recommend?

Yes. The final change that I propose to the Company’s CSR tariff is the
implementation of a “buy-through” option that would permit customers on Rider
CSR to elect a buy-through of the interruption at mafket-base rates plus a reasonable
administrative fee payable to the Company. This option would only be available in
the event that the Company elects to interrupt for economic reasons. In the event of
a reliability based interruption, it would not be appropriate to offer the customer a

buy-through of the interruption.

This buy-through provision is essentially a right-of-first refusal that the Company
would offer its customers, compared to third party off-system customers for the
energy and capacity otherwise available to serve these interruptible customers.

Essentially, if LG&E or KU would otherwise have to purchase off-system to serve
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the interruptible load and chooses to interrupt instead, the customer would be
offered the option to specifically pay for these off-system purchases in lieu of
interruption. From the standpoint of the Company, there would be no costs, nor
would there be a cost to the Company’s firm customers. As I indicated, the
administrative costs imposed on the Company to actually administer this buy-
through provision should reasonably be recoverable from such customers. In the
event that the Company might be able to make an additional off-system sale and
chooses to interrupt CSR customers, the buy-through provision would amount to the
Company making such sale to the customer directly, for which the customer would
compensate the Company. Again, neither the Company nor its firm customers

would be affected by this provision.

Have you developed an alternative CSR tariff for each of the two operating

companies that reflect the changes that you are recommending?

Yes. Baron Exhibit (SIB-17), contains the proposed KIUC CSR rider for
Kentucky Utilities, in a redline version. Baron Exhibit (SJB-18) shows a
corresponding CSR for LG&E, reflecting the KIUC recommended modifications as

a redline version.
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V. SPECIAL CONTRACT ISSUES

Would you please address the concerns that you have identified with KU’s

proposed increase to special contract customer MeadWestvaco in this case?

As shown in KU’s Seelye Exhibit 15, page 22 of 31, KU is proposing to increase the
MeadWestvaco special contract by 9.53%, an amount that exceeds both the system
average increase and the proposed increase for Rate Schedule LCI-TOD, the
otherwise most nearly applicable tariff rate for this customer. KU is proposing to
increase the LCI-TOD rate by 8.2% on a total revenue basis and 16.6% on a non-
fuel rate revenue basis. The proposed increase for MeadWestvaco on a non-fuel

rate revenue basis exceeds 22%.

What cost of service evidence have you developed regarding the KU special

contract customer class?

As discussed earlier, I have performed five cost of service studies. The KU special
contract class shows a rate of return index far in excess of unity in all five studies.
The results were: 1) Corrected BIP - 2.06; 2) Average and Excess - 2.81; 3)

Summer/Winter Peak- 1.941; 4) Summer CP - 1.347; and 5) 12 CP - 3.719.
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Why is the Company proposing to increase the MeadWestvaco contract by an
amount greater than the system average increase and the increase being

proposed for Rate LCI-TOD?

It was not specifically addressed in testimony. However, based on KU responses to
data requests, it appears that the Company relied on a MeadWestvaco specific cost

analysis in determining the proposed increase.

Do you believe that the proposal by KU to increase the MeadWestvaco special

contract by 9.53% is reasonable?

No. First of all, the approach that should be used by the Company is to apply the
increase to the special contract class as a whole. As the Company and I have both
shown, the special contract class is paying rates far in excess of cost. Accordingly,
that class should receive a below system average increase. Individual customers
within that class should not be singled out for particularized adverse treatment.
Second the specific cost analysis performed by KU on the MeadWestvaco contract
1s incomplete, and thus flawed. A valid cost of service study for a particular special
contract must include all aspects of the contractual relationship between the parties.

In every contract there are benefits and detriments to each party and a valid cost of
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service study would attempt to take that into account. For example, under the
special contract, MeadWestvaco’s self generation options are severely restricted.
Because of the substantial steam generation inherent in the paper production
process, this limitation is costly to MeadWestvaco and represents a corresponding
benefit to KU. Neither KU nor I have attempted to do a complete cost of service
analysis that captures such issues. . That type of complex analysis is ordinarily done

only once; when the Commission initially approves the contract.

Does the KU revenue increase proposal effectively negate the value of the

Commission approved special contract to MeadWestvaco?

Yes. The MeadWestvaco special contract represents the results of a bargain
between the utility and MeadWestvaco in which rﬁutual consideration was given,
The MeadWestvaco special contract is the only rate option available to this
customer since its plant load exceeds the 50 mw limit contained in the standard

tariff that is otherwise most applicable - LCI-TOD.
KU’s proposal in this case effectively reduces the difference between the

MeadWestvaco special contract and the most nearly applicable tariff rate, based on

an incomplete cost of service methodology that was not even in effect at the time the

J. Kennedy and Associates, Inc.
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contract was negotiated. If this were the standard applicable to setting the special
contract rate, the Company could propose any cost of service study that might
allocate substantial costs to MeadWestvaco and result in a contract rate exceeding
the most nearly comparable tariff rate. By proposing an increase to the
MeadWestvaco special contract rate in excess of the LCI-TOD rate, the Company
has attempted to unilaterally diminish the value of the contract. This is all the more
burdensome because of MeadWestvaco’s limited options since its load is too large
for LCI-TOD, as that rate is currently structured. Therefore, the percentage increase
to the MeadWestvaco contract should approximate the percentage increase
approved for the otherwise most nearly applicable tariff rate; which in this case is

LCI-TOD.

Should the LCI-TOD rate be modified to permit a customer whose demands

exceed 50 mW to take service under the rate?

Yes. Though MeadWestvaco does not desire to shift its special contract load to
LCI-TOD, there is no valid reason why such an option should not be available.
KIUC proposes that the LCI-TOD demand limits be increased to 75 mW, which

would permit MeadWestvaco to take service under this rate, at its option.

J. Kennedy and Associates, Inc.
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Would you summarize your recommendation regarding the appropriate

increase for the MeadWestvaco contract?

Each contract in the special contract rate class should receive the same percentage
increase and that increase should be well below system average based upon the class
cost studies and my 25% subsidy reduction proposal. This proposal results in the
special contract class and the otherwise most nearly applicable tariff, LCI-TOD,

getting nearly the same increase,

Does that complete your testimony?

Yes.

J. Kennedy and Associates, Inc.
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481 203(B) KY Louisvile Gas Louisville Gas Cost-of-service.
& Electric Co, & Electric Co.
4/81 ER-8142 MO Kansas City Power Kansas City Forecasting.
& Light Co. Power & Light Co.
6/81 1U-1933 AZ Arizona Cerporation Tucson Electric Forecasting planning.
Commissicn Co.
2184 8924 KY Airco Carbide Louisville Gas Revenue requirements,
& Electric Co. cost-of-service, forecasting,
weather normalization,
3i84 84-038-U AR Arkansas Electric Arkansas Power Excess capacity, cost-of-
Energy Consumers & Light Co. service, rate design.
5/84 830470-El FL Florida Industrial Florida Power Allocation of fixed costs,
Power Users' Group Carp. load and capacity balance, and
reserve margin. Diversification
of ufility.
10/84 84-199-U AR Arkansas Electric Arkansas Power Cost allocation and rate design.
Energy Consumers and Light Co,
11/84 R-842651 PA Lehigh Valley Pennsylvania Inferruptible rates, excess
Power Committee Power & Light capacity, and phase-in.
Co.
1185 85-65 ME Airco Industrial Central Maine Interruptible rate design.
Gases Power Co.
2/85 [-840381 PA Philadelphia Area Philadelphia Load and energy forecast.
Industrial Energy Electric Co.
Users' Group
3/85 9243 KY Alcan Aluminum Louisviite Gas Economics of completing fossil
Corp., etal, & Electric Co. generating unit.
/85 3498.U GA Attorney General Georgia Power Load and energy forecasting,
Co. generation planning economics.
3185 R-842632 PA West Penn Power West Penn Power Generation planning economics,
Industrial Co. prudence of a pumped storage
Intervenors hydro wnit,
5185 84-249 AR Arkansas Electric Arkansas Power & Cost-of-service, rate design
Energy Consumers Light Ce. return multipliers.
5/85 City of Chamber of Santa Clara Cost-of-service, rate design.
Santa Commerce Municipal

J. KENNEDY AND ASSOCIATES, INC.
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Clara
6/85 84-768- Wy West Virginia Monongahela Generation planning economics,
E42T Industrial Power Co. prudence of a pumped storage
Intervenors hydro unit,
6/85 E-7 NC Carolina Duke Power Co. Cost-of-service, rate design,
Sub 391 Industrials interruptible rate design.
(CIGFUR 1Il)
75 29046 NY Industrial Orange and Cost-of-service, rate design.
Energy Users Rockland
Association Utilities
10/85 85-043-U AR Arkansas Gas Arkla, Inc. Regulatory policy, gas cost-of-
Consumers service, rate design.
1085 8543 ME Airco Industrial Central Maine Feasibility of interrupfible
Gases Pawer Co. rates, avoided cost,
2/85 ER- NJ Air Produgcts and Jersey Central Rate design.
8507698 Chemicals Power & Light Co.

3/85 R850220 PA

2/86 R-850220 PA

3186 85-299U AR

386 85-726- CH

EL-AIR

5/86 86-081- Wy
E-Gl

8/86 E-7 NC
Sub 408

10/86 U-17378 LA

12/86 38063 IN

West Penn Power
Industrial
Intervenors

West Penn Power
Industrial
Intervenors

Arkansas Electric
Energy Consumers

Industrial Electric
Consumers Group

West Virginia
Energy Users
Group

Carolina Industrial
Energy Consumers

Louisiana Public
Service Commission
Staff

Industrial Energy
Consumers

West Penn Power Co.

West Penn Power Co.

Arkansas Power
& Light Co.

Ohic Power Co.

Menangahela Power
Co.

Duke Power Co.

Gulf States
Ulilities

Indiana & Michigan
Paower Co,

Optimal reserve, prudence,
off-system sales guaraniee plan.

Optimal reserve margins,
prudence, off-system sales
guarantes plan.

Cost-of-service, rate design,
revenue distribution.

Cost-of-service, rate design,

interruptible rates.

Generation planning economics,
prudence of a pumped storage
hydro unit.

Cost-of-service, rate design,
interruptible rates.

Exocess capacity, economic
analysis of purchased power.

Interruptible rates.

J. KENNEDY AND ASSOCIATES, INC.
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387 EL-86- Federal Louisiana Public Gulf States Cost/benefit analysis of unit
53-001 Energy Service Commission Utilities, power sales contract.
EL-86- Regulatory Staff Southem Co.
57-001 Commission
{FERC)
4187 U-17282 LA Louisiara Public Gulf States Load forecasting and imprudence
Service Commission Utilities damages, River Bend Nuclear unit.
Staff
5187 87-023- Wy Arco Industrial Monongahela Interruptible rates.
E-C Gases Power Co.
587 87-072- Wy West Virginia Monongahela Analyze Mon Power's fuel filing
E-G1 Energy Users' Power Co. and examine the reasonableness
Group of MP's claims.
587 86-524- Wv West Virginia Monongahela Economic dispatching of
E-SC Energy Users’ Group Power Co, pumped storage hydro unit.
5i87 9781 KY Kentucky Industrial Louisville Gas Analysis of impact of 1986 Tax
Energy Consumers & Electric Co. Reform Act,
6/87 3673-U GA Geargia Public Georgia Power Co. Economic prudence, evaluation
Service Commission of Vogtle nuclear unit - load
forecasting, planning.
6/87 U-17282 LA Louisiana Public Gulf States Phase-in plan for River Bend
Service Commission Utilities Nuclear unit.
Staff
7187 85-10-22 CcT Connecticut Connecticut Methodelogy for refunding
Industrial Light & Power Co. rate moderation fund.
Energy Consumers
8/87 3673-U GA Georgia Public Georgia Power Co. Test year sales and revenue
Service Commission forecast,
987 R-85022C  PA West Penn Power West Penn Power Co. Excess capacity, reliability
Industrial of generating system.
Intervenors
10/87 R-870651 PA Duquesne Duquesne Light Co. Interruptible rate, cost-of-
Industriat service, revenue allocation,
Intervenors rate design.
10/87 I-860025 PA Pennsylvania Proposed rules for cogeneration,
fndustrial avoided cost, rate recovery.
Intervencrs

J. KENNEDY AND ASSOCIATES, INC.
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1087 E-015/ MN Taconite Minnesota Power Excess capacity, power and
GR-87-223 Intervenors & Light Co. cost-of-service, rate design.
10/87 8702-El FL QOccidentat Chemical Florida Power Corp. Revenue forecasting, weather
Corp. normalization.
12/87 87-07-01 CT Connecticut Industrial Connecticut Light Excess capacity, nuclear plant
Energy Consumers Power Co. phase-in.
3/88 10064 KY Kentucky Industrial Louisville Gas & Revenue forecast, weather
Energy Consumers Electric Co. normalization rate freatment
of cancelled plant.
3/88 87-183-TF AR Arkansas Electric Arkansas Power & Standby/backup electric rates.
Consumers Light Co.
5/88 870171C001 PA GPU Industrial Metropalitan Cogeneration deferral
Intervenors Edison Co. mechanism, modification of energy
cosi recovery (ECR}.
6/88 870172C005 PA GPU Industrial Pennsylvania Cogeneration deferral
Intervenors Electric Co, mechanism, modification of energy
cost recovery (ECR).
7/88 88-171- OH Industrial Energy Cleveland Electric/ Financial analysis/need for
EL-AIR Consumers Toledo Edison interim rae relief.
88-170-
EL-AIR
Interim Rate Case
7/88 Appeal 18th Louisiana Public Gulf States Load forecasting, imprudence
of PSC Judicial Service Commission Utilities damages.
Docket Circuit
U-17282 Court of Louisiana
11/88 R-880989 PA United States Carmnegie Gas Gas cost-of-service, rate
Stesal design.
11/88 88-171- OH Industrial Energy Cleveland Electric/ Weather normalization of
EL-AIR Consumers Toledo Edison. peak loads, excess capacity,
88-170- General Rate Case. regulatory policy.
EL-AIR
3/89 870216/283 PA Amco Advanced West Penn Power Co. Calculated avoided capacity,
284/286 Materials Corp., recovery of capacity payments.

Allegheny Ludlum
Corp.

J. KENNEDY AND ASSOCIATES, INC.
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8/89 8555 X Occidental Chemical Houston Lighting Cost-of-service, rate design.
Com. & Power Co.
8/89 3840-U GA Georgia Public Georgia Power Co, Revenue forecasting, weather
Service Commission normalization.
9/89 2087 NM Attomey General Public Service Co. Prudence - Palo Verde Nuclear
of New Mexico of New Mexico Units 1, 2 and 3, load fore-
casting.
10/89 2262 NM New Mexico Industrial Public Service Co. Fuel adjustment clauss, off-
Energy Consumers of New Mexico system sales, cost-of-service,
rate design, marginal cost.
11/89 38728 IN Industrial Consumers Indiana Michigan Excess capacity, capacity
for Fair Utility Rates Power Co. equalization, jurisdictional
cost allocation, rate design,
inferruptible rates.
1/90 U-17282 LA Louisiana Public Gulf States Jurisdictional cost allocation,
Service Commission Utilities O8M expense analysis.
Staff
5/90 830366 PA GPU Industrial Metropolitan Non-utility generator cost
Intervenors Edison Co. recovery.
6/90 R-901609  PA Amco Advanced Wast Penn Power Co. Allocation of QF demand charges
Materials Corp., in the fuel cost, cost-of-
Allegheny Ludlum service, rate design.
Com.
890 8278 MD Maryland Industrial Baltimore Gas & Cost-of-service, rate design,
Group Electric Co. revenue allocation.
12190 U-9346 Ml Association of Consumers Power Demand-side management,
Rebuttal Businesses Advocating Co. environmental externaliies.
Tariff Equity
12/90 U-17282 LA Louisiana Public Gulf States Revenue raquirements,
Phase IV Service Commission Utilities jurisdictional allocation.
Staff
12190 90-205 ME Airco Industrial Central Maine Power Investigation into
Gases Co. interruptible service and rates.
1191 90-12-03 (") Cennecticut Industrial Connecticut Light Interim rate relief, financial
Interim Energy Consumers & Power Co, analysis, class revenue allocation.

J. KENNEDY AND ASSOCIATES, INC.
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5191 90-12-03 CT Connecticut Industrial Connecticut Light Revenue requirements, cost-of-
Phase !} Energy Consumers & Power Co. service, rate design, demand-side
management.
8/91 E-7,8UB NC North Carolina Duke Power Co. Revenue requirements, cost
SUB 487 Industrial allocation, rate design, demand-
Energy Consumers side management.
8/91 8341 MD Westvaco Corp. Patomac Edison Co. Cost allocation, rate design,
Phase | 1990 Clean Air Act Amendments.
8/91 91-372 CH Amco Steel Co., L.P. Cincinnati Gas & Economic analysis of
EL-UNC Electric Co. cogeneration, avoid cost rate.
9/91 P-910511  PA Allegheny Ludium Corp., West Penn Power Co. Economic analysis of proposed
P-910512 Armco Advanced CWIP Rider for 1990 Clean Air
Materials Co., Act Amendments expenditures,
The West Penn Power
Industrial Users' Group
9/ 91-231 Wy West Virginia Energy Monongahela Power Economic analysis of proposed
-E-NC Users' Group Co. CWIP Rider for 1990 Clean Air
Act Amendments expenditures.
10/1 8341- MD Westvaco Corp. Potomac Edison Co. Economic analysis of proposed
Phase I CWIP Rider for 1990 Clean Air
Act Amendments expenditures.
10/91 U-17282 LA Louisiana Public Gulf States Results of comprehensive
Senvice Commission Utilities ranagement audit.
Staff
Note: No testimony
was prefiled on this.
1191 U-17949 LA Louisiana Public South Central Analysis of South Central
Subdocket A Service Commission Bell Telephone Co. Bell's restructuring and
Staff and proposed merger with
Southemn Bell Telephone Ca.
12191 91-410- CH Ameo Steel Co., Cincinnali Gas Rate design, interruptible
EL-AIR Air Products & & Electric Co. rates.
Chemicals, Inc.
12191 P-880286 PA Armco Advanced West Penn Power Co. Evaluation of appropriate
Materials Corp., avoided capacity costs -
Allegheny Ludlurn Corp. QF projects.

J. KENNEDY AND ASSOCIATES, INC.
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1192 C-913424 PA Duquesne Interruptible Duguesne Light Co. Industrial interruptible rate.
Complainants
6/92 92-02-19 CT Connecticut Industrial Yankee Gas Co. Rate design.
Energy Consumers
8/92 2437 NM New Mexico Public Service Co. Cost-of-service.
Industrial infervenors of New Mexico
B/92 R-00922314 PA GPU Industrial Metropolitan Edison Cost-of-service, rate

Intervenors Co. design, energy cost rate.
9/92 39314 ID Industrial Consumers Indiana Michigan Cost-of-service, rate design,
for Fair Utility Rates Power Co. energy cost rate, rate treatment.

1092 M-00920312 PA The GPU Industrial Pennsyfvania Costof-service, rate design,
C-007 Infervenors Electric Co. energy cost rate, rate freatment.

1292 U-17949 LA Louisiana Public South Central Bell Management audit.

Service Commission Co.
Staff
12092 R-00922378 PA Ammco Advanced Waest Penn Power Co. Cast-of-service, rate design,
Materials Co. energy cost rate, SOz allowance
The WPP Industrial rate freatment.
Intervenors
1193 8487 MD The Maryland Baltimore Gas & Electric cost-of-service and
Industrial Group Electric Co. rate design, gas rate design
{flexible rates).
2193 EO02/GR- MN North Star Steel Co. Northern States Interruptible rates.
92-1185 Praxair, Inc. Power Co.

4/93 EC92 Federat Louisiana Public Gulf States Merger of GSU into Entergy
21000 Energy Service Commission Utilities/Ertergy System; impact on system
ER92-806- Regulatory  Staff agreement.

000 Commissian
(Rebuttal)
7193 93-0114- Wv Airco Gases Monongahela Power Interruptible rates.
E-C Co.
B8/93 930759-EG FL Florida Industrial Generic - Electric Cost recovery and allocation
Power Users' Group Utifities of DSM costs.

9/93 M-009 PA Lehigh Valley Pennsylvania Power Ratemaking treatment of

30406 Power Committee & Light Co. off-system sales revenues.

J. KENNEDY AND ASSOCIATES, INC.
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1193 346 KY Kentucky Indusirial Generic - Gas Allocation of gas pipeline
Utility Customers Utilities transition costs - FERC Order 636.
12193 U-17735 LA Louisiana Public Cajun Electric Nuclear plant prudence,
Service Commission Power Cooperative forecasting, excess capacity.
Staff
4194 E-015/ MN Large Power Intervenors Minnesota Power Cost allocation, rate design,
GR-94-001 Co. rate phase-in plan.
5/94 U-20178 LA Louisiana Public Louisiana Power & Analysis of least cost
Service Commission Light Co. integrated resource plan and
demand-side management program.
7/94 R-00942986 PA Amnco, Inc; West Penn Power Co. Cost-of-service, allocation of
West Penn Power rate increase, rate design,
Industrial Intervenars emission aflowance sales, and
operations and maintenance expense,
7194 94-0035- WV West Virginia Monaongahela Power Cost-of-service, allocation of
E42T Energy Users Group Co. rate increase, and rate design.
8/94 EC94 Federal Louisiana Public Gulf States Analysis of extended reserve
13-000 Energy Senvice Commission Utilittes/Entergy shutdown units and violation of
Regulatory system agreement by Entergy.
Commission
9/94 R-00943 PA Lehigh Valley Pennsylvania Public Analysis of interruptible rate
081 Power Committee Utility Commission terms and conditions, availability.
R-00943
081C0001
9/94 U-17735 LA Louisiana Public Cajun Electric Evaluation of appropriate avoided
Service Commission Power Cooperative cost rate.
9/94 U-19904 LA Louisiana Public Gulf States Revenue requirements.
Service Commission Utilities
10/94 5258-U GA Georgia Public Southern Bell Proposals to address competition
Service Commission Telephone & in telecommunication markets.
Telegraph Co.
11/94 EC94-7-000 FERC Louisiana Public El Paso Electric Merger econcmics, transmission
ER94-898-000 Service Commission and Central and equalization hold harmless
Southwest proposals.
2195 941430EG CO CF&l Steel, L.P. Public Service Interruptible rates,
Company of cost-of-service.
Colerado

J. KENNEDY AND ASSOCIATES, INC.
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4/95 R-00943271 PA PP&L Industrial Pennsylvania Power Cost-of-service, allocation of
Customer Alliance & Light Co. rate increase, rate design,
interruptible rates.
6/95 C-00913424 PA Duguesne Interruptible Duquesne Light Co, Interruptible rates.
C-00946104 Complainants
B8/95 ER95-112 FERC Louisiana Public Entergy Services, Open Access Transmission
000 Service Commission Inc. Tariffs - Wholesale.
10/95 U-21485 LA Louisiana Public Gulf States Nuclear decommissiening,
Service Commission Utilities Company revenue requirements,
capital structure.
10/85 ER95-1042 FERC Louisiana Public Systern Energy Nuclear decommissianing,
000 Service Commission Resources, Inc. revenue requirements.
10/95 U-21485 LA Louisiana Public Gulf States Nuclear decommissioning and
Service Commission Utilities Co. cost of debt capital, capital
structure.
11/95 1940032 PA Industrial Energy State-wide - Retail competition issues.
Consumers of all utilities
Pennsylvania
7196 U-21496 IA Louisiana Public Central Louisiana Revenue requirement
Service Commission Electric Co. analysis,
7/96 8725 MD Maryland Industrial Baltimore Gas & Ratemaking issues
Group Elec. Co., Potomac associated with a Merger.
Elec. Power Co.,
Constellation Energy
Co.
8/96 U-17735 LA Louisiana Public Cajun Electric Revenue requirements,
Service Commission Power Cooperative
9/96 U-22092 LA Louisiana Public Entergy Gulf Decommissioning, weather
Service Commission States, Inc. normalization, capital
structure.
2197 R-973877 PA Philadelphia Area PECOQ Energy Co. Competitive restructuring
Industrial Energy policy issues, stranded cost,
Users Group fransition charges.
6/97 Civil US Bank- Louisiana Public Cajun Electric Cenrfirmation of reorganization
Action ruptcy Service Commission Power Cooperative plan; analysis of rate paths
No. Court produced by competing plans.
94-11474  Middie District
of Louisiana

J. KENNEDY AND ASSOCIATES, INC.
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PA Philadelphia Area PECQ Energy Co. Retail competition issues, rate
Industrial Energy unbundling, stranded cost
Users Group analysis.
MD Maryland Industrial Generic Retail competition issues
Group
PA PP&L Industrial Pennsylvania Power Retail competition issues, rate
Customer Alliance & Light Co. unbundling, stranded cost analysis.
KY Alcan Aluminum Corp. Big River Analysis of cost of service issues
Southwire Co. Electric Corp. - Big Rivers Restructuring Plan
PA Metropotitan Edison ‘Metropolitan Edison Retail competition issues, rate
Industrial Users Co. unbundling, stranded cost analysis.
PA Pennsylvania Electric Pennsylvania Retail competition issues, rate
Industrial Customer Electric Ce. unbundling, stranded cost analysis.
LA Louisiana Public Entergy Gulf Decommissioning, weather
Service Commission States, Inc. normalization, capital
structure.
PA Philadelphia Area Enron Energy Analysis of Retail
Industrial Energy Services Power, Inc./ Restructuring Proposal.
Users Group PECO Energy
PA West Penn Power West Penn Retail competition issues, rate
Industriat [ntervenors Power Co. unbundling, stranded cost
analysis.
PA Duguesne Industrial Duquesne Retail competition issues, rate
Intervenors Light Co. unbundling, stranded cost
analysis,
LA Louisiana Public Gulf States Retail competition, stranded
Service Camission Utiliies Co. cost quantification.
Louisiana Pubtic Gulf States Stranded cost quantification,
Service Commission Utiiities, Inc. restructuring issues.
Louisiana Public Cajun Electric Revenue requirements analysis,
Service Commission Power Cooperative, weather normalization.
Inc.
MD Maryland Industrial Baltimore Gas Electric utility restructuring,
Group and and Etectric Co. stranded cost recovery, rate

J. KENNEDY AND ASSOCIATES, INC.,
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Millennium Incrganic unbundling.
Chemicals Inc.
12/98 1U-23358 LA Louisiana Public Entergy Gulf Nuclear decommissioning, weather
Service Commission States, Inc. normalizafion, Entergy System
Agreement,
599 EC-98- FERC Louisiana Public American Electric Merger issues related to
(Cross- 40-000 Service Commission Power Co. & Central market power mitigation proposals.
Answering Testimony) South West Corp.
5199 98-426 KY Kentucky Industrial Louisville Gas Performance based regulation,
(Response Utility Customers, Inc. & Electric Co. seftliement proposal issues,
Testimony) cross-subsidies between glectric.
gas services.
6/99 98-0452 Wy West Virginia Energy Appalachian Power, Electric utility restructuring,
Users Group Monongahela Power, stranded cost recovery, rate
& Potomag Edison unbundling.
Cornpanies
7199 990335 CT Cennecticut Industrial United lluminating Electric utility restructuring,
\Energy Consumers Company stranded cost recovery, rate
unbundling.
7/99 Adversary U.S. Louisiana Public Cajun Electric Motion to dissolve
Proceeding Bankruptcy  Service Commission Power Cooperative preficninary injunction.
No. 98-1065 Court
7199 99-03-06 CT Conneclicut Industrial Connecticut Light Electric utility restructuring,
Energy Consumers & Power Co. stranded cost recovery, rate
unbundling.
10/99 U-24182 LA Louisiana Public Entergy Guif Nuclear decommissioning, weather
Service Commission States, Inc. normalization, Entergy System
Agreement.
12/99 U-17736 LA Louisiana Public Cajun Electric Ananlysi of Proposed
Service Commission Power Cocperative, Contract Rates, Market Rates.
Inc.
03/00 U-17735 LA Louisiana Public Cajun Electric Evaluation of Cooperative
Service Commission Power Cooperative, Power Contract Elections
Inc.
03/00  99-1658- OH AK Steel Corporation Cincinnati Gas & Electric utility restructuring,
EL-ETP Electric Co. stranded cost recovery, rate

Unbundling,

J. KENNEDY AND ASSOCIATES, INC.
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(08/00 98-0452 WVA West Virginia Appalachian Power Co. Electric utitity restructuring
E-GI Energy Users Group American Electric Co. rate unbundling.
98-0452
E-GI
08/00 00-1050 WVA West Virginia Man Power Co. Electric utdity restructuring
E-T Energy Users Group Potomac Ediscn Co. rate unbundling.
00-1051-E-T
10/00 SOAH473-  TX The Dallas-Fort Worth TXU, Inc. Electric ufility resfructuring
00-1020 Hospital Council and rate unbundling.
PUC 2234 The Coalition of
Independent Colleges
And Universities
12/00 U-24993 LA Louisiana Public Entergy Gulf Nuclear decommissioning,
Service Commission States, Inc. revenue requirements.
12/00 ELOO-66- LA Louisiana Public Entergy Services Inc. Inter-Company System
000 & ER-2854-000 Service Commission Agreement: Modifications for
EL95-33-002 retait competition, interruptible load.
04/01 U-21453, LA Louisiana Public Entergy Gulf Jurisdictional Business Separation -
U-20925, Service Commission States, Inc. Texas Restructuring Plan
U-22092
(Subdocket B)
Addressing Contested Issues
10/01 14000-U GA Gecrgia Public Georygia Power Co. Test year revenue forecast.
Service Commission
Adversary Staff
11/01 U-25687 LA Louisiana Public Entergy Gulf Nuclear decommissioning requirements
Service Commission States, Inc, transmission revenues.
101 U-25065 LA Louisiana Public Generic independent Transmission Company
Service Commission (“Transco™). RTO rate design.
03/02 001148-E1 FL South Florida Hospital Florida Power & Retail cost of service, rate
and Healtheare Assoc. Light Company design, resource planning and
demand side management.
06/02 U-25965 LA Louisiana Public Entergy Gulf States RTO Issues
Service Commission Entergy Louisiana
07102 U-21453 LA Louisiana Public SWEPCO, AEP Jurisdictional Business Sep. -

Service Commission

Texas Restructuring Plan.

J. KENNEDY AND ASSOCIATES, INC.
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08102

08/02

11102

01/03

02/03

04/03

11103

11/03

12003

01/04

02104

03/04

U-25888 LA
ELO1- FERC
88-000

028-315EG CO

U-17735 LA
025-5%4E €O
u-26527 LA

ER03-753-000 FERC

ER03-583-000, FERC

ER03-583-001, and
ER03-583-002

ER03-681-000,
ER03-681-001

ER03-682-000,
ER03-682-001, and
ER03-682-002
U-27136 LA
E-01345- AZ
03-0437

00032071 PA

03A43BE COC
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Louisiana Public
Service Commission

Louisiana Public
Service Commission

CF& Steel & Climax
Malybdenum Co.

Louisiana Public
Service Commission

Cripple Creek and
Victor Gold Mining Co.

Louisiana Public

Service Commission

Louisiana Public
Service Commission
Staff

Louisiana Public
Service Commissicn

Louisiana Public
Service Commission

Kroger Company

Duquesne Industrial
Intervenors

CF&| Steel, LP and
Climax Molybedenum

Entergy Louisiana, Inc.
Entergy Gulf States, Inc.

Entergy Services Inc.
and The Entergy
Operating Companies

Public Service Co. of
Colorado

Louisiana Coops

Aguila, Inc.

Entergy Gulf States, inc.

Entergy Services, Inc.
and the Entergy Opetating
Companies

Entergy Services, Inc.,

the Entergy Operating
Companies, EWO Market-
Ing, L.P, and Entergy
Power, Inc.

Entergy Lovisiana, Inc.

Arizona Public Service Co.

Duguesne Light Company

Public Service Company
of Colorado

Modifications to the Inter-
Company System Agreement,
Production Cost Equalization.
Medifications to the Inter-
Company System Agreement,
Production Cost Equalization.

Fuel Adjustment Clause
Contract Issues

Revenue requirements,
purchased power.

Weather normalization, power
purchase expenses, System
Agreement expenses.
Proposed modifications to

System Agreement Taxiff MSS-4,

Evaluation of Wholesale Purchased
Power Contracts.

Evaluation of Wholesale Purchased
Power Confracts.

Revenue affocation rate design.

Provider of tast resort issues.

Purchased Power Adjustment Clause.

J. KENNEDY AND ASSOCIATES, INC.



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2003-00434

EXHIBIT (SJB-2)
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2003-00434

EXHIBIT (SJB-3)
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY } 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
)

KENTUCKY UTILITIES COMPANY 2003-00434

EXHIBIT (SJB-4)
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2003-00434

EXHIBIT (SJB-5)
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2003-00434

EXHIBIT (SJB-6)
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2003-00434

EXHIBIT (SJB-7)
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AND CONDITIONS OF } CASE NO.
KENTUCKY UTILITIES COMPANY ) 2003-00434

EXHIBIT (SJB-8)
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2003-00434

EXHIBIT (SJB-9)
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2003-00434

EXHIBIT (SJB-10)




540 | afied
(oi-ars} X3

P2PTI2U] SUATIARH0) 1N 190 ITY
UOTRIOY[Y SUSI] Pold {J) =urng

anuensy bunessdy euwog-aid [BjoL

CPPEERETL $ 208'v9Z'8 $ 8Z0'SEZOCL $ 6016 § TEL'960°0LZ § ZP6'LE9'E0L [
2182 508§ Fizk:l 25 95E°LL [ AIYLOA Wpamung pue uanezipowy |0A
- - - - - (zz6'128) MSILVY WPRID HSD ¥ BULOIMS Bjey JRWICISND Jof juauasnipy
{962°9.LF) (zes'1e) {218'00%) (a8g'e) (866°250'L} (562°85L'2) 10y sbunes Jafiiay o) juawysnipy
¥SR'7E6 - (1£5'8£2) (£66'6) RIZZETL LYEPL'T ONIMA wsusnipy enuanay pug Jea s
(B822°00E) (€£29'52) (£46'801) - {£69'1£2°2) (L08"222'¢) AJYNSA anuaray WSQ ajeuluid
(E9v'PET'L) (522'18) (SE8'8E0'L) (e62'6) (9£0'192°T) (LEZ'051'7) Loy Py punyay sjey ajeunnny
(5RZ'O6L'L) {ost'08) (5L1'800°t) (¥51'2) (£96'€9L°7) (082'%26'8) AJBNS3 sanuanal Wg3 ajeunugy
18180 p0L'66T) (016'€€9°7) (see'pe) (222'685°2) (S¥v'909'22) ABJaug 3|9 PAISNOIY BJEUILINT
(062 "2pe) {6ese'ze) (9ze'282) Isor' L} (zog5'gea) (£26'626'L) lddld senueAss yHT walsAs-o arowey
LOPEEL 680°6 L68°0LL 2£8 L6Z'552 09Z'522 14403 UHIod HOI 8yl Jo Jeaj N4 & jaayay o)
(251°0p6'}) (Zrgsci) (95¢°0€9°2) (zae'st) (Z56'vaz'y) {B2FaTT'14) EEEE] 8aNUGAAL YOI BAOWEY
£TE'GEL 9L 60128 ozt 5E9'LBL R el E] UHIDY D 8t jo Jeaj N4 & 12ayay 04
(¥09'162) [1554-1] (1ze'ers) (159'9) (931 '82%1) (S¥L'90K'Y) £Bigug AIaA0DR 1807 3 U YoIEWSIY
fieezze) § (s£212) § (152120 $ (gzr'd) § rzssi) $ (000'208'1) § 10y BnuBAQ) PajIqUn sjeuIwIZ
SSpaunsSnipy BUIGH-0ld
215 0RE'EEL $ ore'1&6'e $ BOL'661'BOL $ 2E0'B66 $ ¢9C'vioZsT $ 5B.'G25'89L [BMjoY — anuasey Bunesady) 1o L
sanuaAay Bunessdn
BULIOI-04 o — AIBUWING 834Al98 JO IS0
Tiepusaog Kewing 59 3y HM =iEd o Sed wagaks ajaap suEN ey
o1 9ey o1 ey BIAI0E [IDUID Gupeoay 1aqem leuap|say (LT uagesojy

£00Z *0€ 12qurapdag
papuy squopy 7§

qoReIo|[Y SSELD
Aprog a3AL3g 30 1503
ANVIWOD JILLDTTH ANV SV TFTASLIOT

vonduasag



940 7 afied
oi-ars) 1qyx3 PRPRIIE] SUOLISLOD AT 1RO IV
UDNEID||Y SURBIL Ppoid 7) Pummg

ZGT'CER'LL ¢ OEE'ELl'P) $ osp'eop'it $ Z05'/8L'% $ 0Z'510'8t 4 ozezer'cl anuaaay Buneredy BwIOS-0Jd €101
raz'y 9% SSE'L spE 0.0°) 518 AJYLAA IPRUUNG PUE UANEZILOUY LGA
(872'752) (669'822) - - - - MS3LvY P 88D 7 Buiyzums siey Jawopsns o) waunsnlpy
lLzy'122) (9e6'$5) (Lai'ez1) 519°12) {980°29) (tL1s) 10d sBuwes sabiapy Jo ueLShlpy
N - 00821 - £20'995 - QNIHA usw)snipy anuaasy pug JEaA
- - - - (1gz'oL} (889'%1) LEE ] anusaay WSO Sleuwung
(gar'c0s) (eaE'ZrL) (20Z'61£) (155'95) (EL8'E44) (sop'zE)) Loy 130y puryey ey S1RuILI
(581'50) (122'881) (2zg'108) (612'cs) (928'¥9L) {zr0'0EL) AJHNST SONUBAA W33 Sleu3
(er1'gs60°E) 228°24L) (99p'250'L) (885'512) (¥05'609) {£e8'rog) LGIETE] s9|es palaoly sjeuiu]
(8s0'ak 1) {8.1'¢8) {age'os) (BL¥'9L) (eee'er) (62z'0E) Lddd S8NUBABI YOI waIshs-Ho sAowWay
[4Wk] (47518 5645 tar's 6PZ'IT +88'v1 14893 UHI0Y ¥D3 8ul J0 feeA ind B jDagay o)
(PES'OEL'L} (peL ez} {/84'508) {590'68} (922°622) (609202} A3dyo3 S9NLBAR] NOT BacwEy
26902 992'01 902'82 0E0'S BEL'PT ALi'al 14OV UIFHOY DS U1 0 Jeak |In4 B 10ayey oL
(19Z'108) (2e6'8EL) 045212} slo'zy) (9a2'811) {90r'98) ABiaug AU8AGIR; 1500 [Ny LI YoJRWSIN
(ea9'eq)) g (B24'L6) § (Bre'ce) $ (gal'vi) § (ouv'sy) $ (BRS'PE) 104 BNUBAGL Pa(lIgun SBUNLL|T

‘SUaUAShIpY Bulo4-05d

9LT'79L'82L § 925'€05'9l $ ZT'S9LPE $ 880'982'9 § BE6'EZE'R! $ 68Z'leovl |BrgoY — enuanay Buresedq) (Bjo)

sanuaray Bupeidn

BULIOA-0ld — AJBUHUNG 82]1AJDG JO 1500

LTI UDISSWSURI] KIepuoaag Aewpg Ziepuoaag Lewpg ITSEE BUIEN wonduateq

a0L-d1 2sey aol-d1 ey o1 s1ey o121y aoL-o7 wey Q04-07 ey uoEIONY

£007 ‘0t Jaquiandag
Papoy squoy 71

UCYEIONTY S5

APRIS 303G Jo 350

ANYIWOD DMLY TT ANY SYD ATTIASIND]



040 ¢ abed

PApn[aUL SUCRAZL0D JATH FEO (1Y

SSWBWENDY BULDS-01d

sanuaiay Buyesxdn

wopduaseq

(ow-ars) — o
QOLRIO[Y SURI] Pold 40 JAUWNg
BEE'ELD'SE $ €0¥'zeg § ppe'elE'9 ObF LLL $ TLVETT'S $ EFB'SLPT § anuaaay bueiado pu0L-0ld [e1G L
8rL'T v ES¥ ol ¥9€ ol AJulaa NPSIUNG pUE UANEZRIOWY LAA
(000'08) - - - - - MSIivY HPaID ¥SD ¢ BUMRIMS 6jey Jewosno) Jof waunsnlpy
{oaL'vel) (3 4] (826'62) logg) (69'22) (2£5°6} 1od sbiuines JaBualy Joy Juaissnipy
- [08's pLVZL {851'1) 6562 - aNIHA JuswsAlpy anuaAsy pul JEsh
- - - = - - AJHWSO ahuaasy WSA ajeununy
(9L2'2pE) {ipe'e) p26'%2) (822'1) (¥58'09) (B12'v2) 1523 1Py pPunjay ajey aie
{r28'gec) (goe'9) (522°59) (9lb'L) {861'285) {zez'oe) AENSI SaNUBAG) WST ajeulwly
{EPL'2pr'L) (0£9'22) (yze'501) (5.9'2) {eae’10L) {ak¥'va) AB1eu3 SOIBS PAISN0IY BJEUILIT
(z55'28) (oze) - - - (9z9'9) 1dd1d SanuaAal YOF Wajshs-o arowey
151'SE e T8 [{*4 B3} §80'C 18403 UlHioY MO S 4o JERR INJ € |9ayay o)
(E5p'EPS) (260°41) (925'1zL) oLg'e) {Zve'as) {962'0%) AFuYD3 sanueAsl YOI erowsy
960'€7 162 (zep'L} agh (168'S) 9L 140v4 UHIOH D4 34} J0 Jea A\ [N B |D3YeY 0L
(eco'zee) DLt} (9e5'02) {5e5°1) (852'61) (BSP'aL) Afaug A1anoda1 1509 |3y W YojewsIy
(z62'08) § [(980'1) $ (861 (rov) 5 (06d'SL) § (b5F'e $ 10d anusAsl pajligun S1euILIT
LeL'E18'8e § 845112 ¢ £9C'06.'9 Po6'981 $ BYE'E6S'S $ Zro'oes' H [eryay — Bnuanay bunesadg (ejof
BUMOS-01d — AIULNS 321AI8G jO 150D
SPOELUOD 1L ey 710 oiey TS oty 154 oied Ziepuadag TR ETT T Ty
Ie2adg Bunybry jeans Bupyhr s Bupuli 1eaus Bupybry 1eang 00L-d1 :ey uonesC|Y

€007 ‘0€ S3quindag
PIpuE SPHOR 1T

UOLEIGIY 55e )
AP 33135 Jo 350

ANYJNOD DTHLDATI ANV S¥YD ATILASIROT



gJo ¢ abey

{01-ars) Hanxg

PRPO[U] SUONI20L0) (1T 1PWG (Y
UOIEIO0|[y SURI] pord 47 Jaamumg

[azzs [o00) |%s19 | T | [ [%ss ¥ winjey Jo sjen]
0EE'E9E'EET § 5Z5TIY'PL $ 951'5€8'60Z § LIB'EZTV $ 896°202'069 § 9SSEVR'ELY'L $ aseqg mey 1500 19N
SZZ'BZL'9L $ SFP'SHS $ tS6'988'24 § (508'952) $ B5.'196'8 $ T59'5E949 $ wWUI0J-0id — swosl] Buneisdo jen
¥1Z'50L° L0 $ 659'RIEL $ pl0ecEsR § L0002 $ pZg'sil'ogz § 0BZ'966'+F9 g 301 sasusdx3 Bupelado [gjo)
062989 (095'0€E) FEZ'EER'L 505'99 6158429 PLOPER’L sjusuysnipy asuadx3 [eyo)

T08F 3E) § 6¥se] $ (olgcel & 1ogd] § 18/579) § 8rIveed) AJY1aA Hpa.aINS pue UOREZIOWY 10A
121188 ¢ evtzy 4 peRYIS § €192 $ SLYOorsL § DO0'8EBSE 1ddd purya) nedsi uny auen oy juaunsnipy
(526'p52Z) § (s52'81) § (gr0'sal) $ {251'2) § (268'5Lb) § (2'oaws) ABisu3 HC-jLA S 3pIgIed Joj Juawysnipy
SeP'192 $ 8esii 4 810552 $ i85 $ 6l5'0/8 $ oZ¥'esl’t 1a1 agea| 800 ayelodlod Joj Juausnipy
(01 's02) § (/sp'El) § (ze'961) $ {0s8'e) $ (052'6FS) $ (ze9'ei’)) 17d Ho-s1um A10juBAdl 8jajosqaQ Joj usunsnipy
(9£1'¢8E) § (io¥'52) § (gea'sie) § {1281) $ (22¢'928) $ (or9'251'2) 1ddd sasuadxg WISy ADWaY
(£82£29) 8 (1Z'R $ (5e2'19) $ {8ge'l) $ (8z0'602) $ (peg'1ER) 191 uononpal Yels 1| Joj juewysnipy
S51'¥6. $ 60045 § 0yS'ESe $ 8¥SE $ lZl'vise $ BO6'0BE'S 1349 afueys Bununoooe Jo joaya eanenuno Jusugsnipy
LoD'9zL $ G/e'8 $ cos'eol $ ZIS 4 BE9'F0E § 245'60¢ 1d17d JPan sy su0 ¢ ANPayrs OSIN

(L¥2'S6E) $ (sps'se) $ (e86's8g) § {i5v'8) $ (a5'08) $ ls00'zeLT) 181 $38URIXS UOEZRICWE JABIBLI JO} JUSWIS[PY
Lik¥28'T 3 Poreel 3 G2avss'e $ Gie'o9 $ PSI'EOF'B $ iLovIErsl 181 sBumes Jafusiu Jop uswsnipy

1/6'6LE $ 100°5S $ 852'66/ 3 ier'll $ 2I0'DEL'T $ 000°0KE'S 191 SJapjoyaIeYs o) SBUIABS JBu LOA Jo} Jueunsnipy
fiwswubissy jeuonound aag) sabewen pue seuniul Joj Jueusnipy

(uawublssy [eUChoUnd 838) S0 An-auc aroway

1L0'0L $ 1% $ GiF'8 $ 92 $ 7'z $ £ee'ss 10Y sasuadxa ypne W53 Jo UoNEZINoWY

£¥6'¥S §$ 8i0%¢ $ EFO'ZF § L0 $ f£EL'SEL § 085'68E 1RO sa5uadxa 85E2 BjEJ JO UDNEZIOWY

{luatLubissy [euolouny 99g) asuadxa Buisipaape SBUILYS O} Juawsnipy

SEB'G § tac % L6FB $ vBg % €6L'97 § I6F'0L Tivas wawysnipe sfewep wiojg

(ualuBissy |euonoun 4 eeg) dx3 jay 1s0d pUB UoIsUad 1o} JuaLlshipy

BPS'EEL $ 8958 $ 952°0El ¢ ez $ SESTYP $ 085S 187 Juawysnipe Joge]

- % - $ - % - g - % - 13a uswishipe uogepaidag
9BE'LPEL $ proos $ 8L $ sKL'9E g Q£5'59Z'% § lkl'ege'e 134G asuadxs uolepeldap azienuue o yuaugsnipy
BEF'DZS % - % (056'551) % (525°6) $ 98299 3 prs'ese't aN3YA juaunsnipe asusdxy pua Jeap
(05 OpE) § levg'ge) 5 (50601 § - s (eLeLL's) § (F10'08z'E) LEEL ] sasLedxy WS AU
(900'L6F'¥) $ (2ie'4€8) % (pLI'9LE'D) s (e1o'ge) § (9s6°20¢'8} § (994'0£0°62) ABidu3 sesuadxa sajes P31ay0.q aeulwl|3
(s02'50€) $ (6.002) $ (28v'952) $ {awe) $ (0Z6'029) $ (pve'oas’t) A3YYD3 sasuadie Yo sroway
{(}42°09E) $ (z¥5'92) $ (ozg'eez) $ (gro'e) $ (064'€L9) ¢ (0og'500'2) fBauz K1aA0D3) 1500 13N L YHEWISIW SleuIwIZ

‘sasuadx] Guneiad o) sjuswisnipy
$£0'529 $ 5p6M $ 12875 $ €352 $ GG $ vEB'GISE 408 sjipass a|qndruiaiu) jo Loeso)y

- - - - - (PBE'6LS'E} Wpa1] algndnua)u] Jo Juawubissy oypads
886'618'2 S FES'PEP $ SLL'9ge's $ (60Z'1E2) § (L2rernt) $ £rZ'vel'sz JdONIXL S8XE] 9WOOU| [ESSPad pue 8IB)S

{pOg'cZE) (oE5'84) (152 '58R) (ra6'9}) (8Z1'088°2) {zre'550'9) sesusdxg JaylQ
{£28'119) (9zv'se) (£0F'€L8) (6e2'1Lt) (822'768'1) {08s'0L0'y) HPR4D XB ] JUSWIS3AU J0 UoReZIOWY
£9)TZ6'L Z0B'EZ) 200'Z08'1 Q0E'SE OLB'Z56'S CGT'E0OZL 1dN saxel a0 pue Aradoug
oeL'ze BSP'G 19949 FinA 0:5'861 61579% aguadx3 uogaunoy
0LR'0LF L £24'626 226'ELEL £94'68¢ Frigva:-Red 586'228'G6 sasusdx3 uoyezipcwy pue uoljenaidag
SLE'GEE'ER $ LIE'Z08'S $ LOS'BSE'PS £ 50L'9.0°) $ GSEL5R'S0Z $ 02p'arl'ens [ sasURdXg aUBLSIUIEN pue uoyesad(

sasuadxy Guyesadg

BULIOS-0l 4 — AIBLHUAS 3MAI8S JO J507)

AiEpuoosg Telnid 56 aEy HM ®IEY o aed WejeAs CIEIT suEN  sed uopdnasag

o ey o1 :ey 831AJ3G |JaUID Bupeay saem |epuap|say [LLTR uopeas|Iy
£007 ‘05 S3quzdag

PRPUR syuel IT

ORIV SSEL)

Apn]g 3NA13g JO J507)
ANVIWOD OHLIATT ANV S¥VD ATTIASIAOT



9405 afieg
(oL-ars) namg

PapRpIU] SUOHIRL0] I HGO 1[¥
UONE3O|[Y SUEI] PO1g 47) Jwumg

[xoLe | AT [%ST'6 | E¥IY] | FXE) J%al9 winey Jo seu|
8v5LEZ'IE $ 8L'EPESE § STY'E66'0S § RIZT0S0L $ pE9'SZL'EZ § iZi'66L'CZ $ aseg mey 1507 AN
DZ.'9EE'6 $ ¥I5781'Z $ ePSLLLP § OLZ'ers $ L9879P'C $ Z0ETHS') $ BULIOY-01d — MU0 BunessdO jan
1S 'FEF'29 § 908'085°Z1L $ Cie'splIZ $ 16TPPE'S $ E£06'i55'GL § BLS'OFE'LL $ 0L sasuadx3y BuieledQ lejer

{205'052'}) {264 BFE) 0844 BFS'L 6k |'082 (01£'99) sjuewisnipy asuadxd |Bj0
oFa'1el FIE ¥ wige) [N CCTA) § (Zor's 3 Oyl § AJYLOA Jipaling pue ucHEZINOWY 1OA
082642 $ T899 § EFR'ZYL § SZ5'0E § oriL'ee $ pse'i9 % 1ddd punjal 1edal Uy auesy Joy juaunsnipy
(bZE'SEl) $ (129'v¥) § {s5r'89) & (B05'EL) & (e6L'ge) § (1p9'Lg) g ABiguz HO-S3UM a1 BBIGIED Jo) Juaunsnipy
¥06'1E1 $ er'ie & €819 $ PrLEZL § L96vE § iz % 181 asea| soyjo sjeiadicd Joj wawishipy
(e95'ag) $ (6BLAL) $ (Big'zr) § (018'8) $ (620L0) $ (18z'12) $ 14 4o-eywm Aojuaaul 313)0sgO 40§ juaupsnipy
(zz5'591) $ (eeoss) § (zos'58) $ (9se'sr) § {008'ts) $ (eos'op) $ 1ddld sesuadxl wolsly aAoway
(289't€) $ (099 5 (i8L'%) $ (iol'e) $ {S6E'g) % (965'9) $ 17 uonanpas RIS 1| Joj lWauisnipy
164'588 § vos'9e $ reg'oel $ 06128 $ EPESOL $ 15508 g L3I abueyd Bujunoase jo Joays aajeINWND Juawysnipy
LEVPS $ 6BLEI $ 05Z'8Z $ LE09 £ S€0'2) $ 0Ze'EL $ 14174 Hpan allp suo gf snpayss OSIN
(562°6B1) $ (LhO'Tr) § (zee'ze) $ (gpssl) $ (918'29) § (626'00) $ 181 sasuadxa L HoWE JaBisw 4o | i
The'STE L $ FS0'00E 4 ¥86'799 § DOS'&EL $ 899'//€ ¢ $5.'962 £ i91 sbujses Jafraw 1op awysnipy
LGEELlr $ 60L/8 5 Cie'Te § 85Oy $ Lpo'60l § 154’98 L4 141 sJapjoyateys o} sbuIABS Jau [ OA 0§ jJusunsnipy
(uawubissy |BUDROUN Y 895} $ebrwep pue saunfu) 1oy Jusunsnipy
fiuswufissy [euoiouny aag) 1800 AJRN-8us Bacway
6EL'G § z91'L $ #0592 $ 1oF 3 BIrL $ 1801 $ Loy s395uadXa JIPNE WSI J0 UOREZILOWY
ove'se $ €262 $ ZOEEL ¢ zi8e $ 1582 $ 29e'9 $ 1O Sasuadxa J5ed SJe) JO UTNBZILOWY
Quawubissy [euoioung gag) asuadxs BuISaApe BjEUILID O} JUSLNShipY
SE2'T 5 - $ BOS'Y $ 12z 6L $ pS [ JWas weunsnipe abewep uwiojg
(uawuBissy jeuondund a8g) “dxg jay jsod pue uoisuad i} JuaLisnipy
£ov'i9 8 281w $ se'le § 885'0 $ 15844 $ 1201 % 11 awisnipe Joqe]
- $ - $ = 4 - $ - g - 4 13a wauisnipe uogepeidag
80.'695 $ EiZELL $ p55'908 5 8e0'€s $ BZ.'9) $ 5/9'08i 5 L3a asuadxe uogeraidap sz)jenuue o) JuSWSNIpY
- $ - § eclgee $ - $ rigGIE 3 - $ aNadA wawsnipe asuadxl pue Jeaa
- 3 - $ - H - § {esz'oL} s (669'PL) [ AZUWST sesuadxg WSO SjeuILIg
(e69's1p'e) § (452880 $ (516'60Z'1) $ (289'962) $ (L08'F29) $ (e£0'65S) $ ABsauz sesuadxa $8|ES PaIsy0.q SjEUNL
(psees1) % (g61'sE) $ (go¥'sl) s (Lio'wL) $ (zee'er) & (069'2¢) s AJYH¥I3 saguadxa ¥ 03 aroway
(ep9'es2) $ (oez'eo) % (s62'06) & (Zz21'sh) $ (190'%5) § (98s'bp) [ ABJeuz KI8A0DA1 1S9 (3 Ul LoIeWSIL SjeuILg
:sasuadx3 Bugesado o sjuawgsnipy
SEO'DLE % H5'09 $ scL'ovl % Sk6'sT $ S0S'vR $ 9:20'98 § d0s SHIP2UD AIQUENLBIUJ §O LTPEICIY
(e£R'96%'1) (20'2e9')) - - - - WPALD BKgdNLIBIL] J0 JUSWUBISSY 2Y0ads
Z56'968' $ 9se'eal’t 3 QETTFE $ 968'LEZ 3 B98TrZ'L $ LO0'EEL $ AdONIXL SaxEe| SWadU) |RI9pad pue aje|s
{LOP L 6E) (bor'el) (288'602) (S5E'Ek) (Lazezi) (2L0'76) sssuadx3 Jayl0
{oze'esz) {go1'zs) ZLo'BEL) {€14'eg) (e0g'18) {90£'z9) JIPAUD) XE | JUALISSAU] JO LUDREZIHOWY
EE9YiE 6Z6't91 298°'9¢k 9£Z'06 206552 20R'G6) LdN saxe) eyl pue Auadolg
£8b'GE 156°2 FLE'EL SE6'C FOLIL Zeo'e asuadxg UoNaUIIY
SZZ'E60'9 005112} ehL'slz'e 859'ps9 SO5°LLE') ZBL'1aF'L sasuadxg uoRezINOWY pue uchepaideq
Z95'789'S5 $ IpL'B90ZL $ ri9'94L12 $ LrSERTY $ 9916961} § £42'865'6 $ sasuadxg soueuajuEy pue uoiead(
sasuadxg Hupesado
PULI0 01 — AJBIIMNG 851AIBS J0 505

Treupg IEILISUe Kaep 3 Treuiig Xepuoaeg Kieuilig 101937 BUIEN FE] uogdiasag

aoL-41 #ey Q01-d1 =1eY d13ey dieey goL-oT ey GoL-0 BEd uoneaol|y

£007 ‘05 SqmAd3g
papug sywoRy 71

TCHEIO|Y 558D
AP INAIIS [0 J50)
ANVIHOD IIELITTE ANY 5¥D AT1TIASING]



9109 abeq

loLars) ™~ nguxa PAPAEOUL SUONZLO] DA 1200 1Y
UONeIO[TY suRl] ﬁo:— n—U hDEE_.—m
(A3 | TN [wess [noser [sz6'a | B TE] "~ Wnjed Jo %ye]
SEP LOFPS § /20'169 § 2/Z9'189'0Z $ 006°18 $ BO¥LLSSL $ 0E0TESY £ ssEg MEY 1507 19N
105zt $ 1F5'EsL § EsF19E) $ BOL'SE £ SESEL0) § 89520 § RULIOJ-0Id — MUCIU} Bunessd 1oN
86Q'RFE'LE $ 299'2Es § IBEZi0'S $ 10/'5E) £ LESEFLY § GLEELT $ Eled} sasuadxg Buneieds ey
(698'68€E) (z62's) 96.°801 950904 ¥EL'E sjuBwsnlpy asuadxg |ejo)
TESE0H §1902) § (06T ) T ERECEE T (@El) ] AJHLAA PAIAING PUE UOREZIIOWY |OA
zLl'zaL $ LIl $ - H $ . £ BLETL $ ladid pungal Jedal ury aues) Joj juswsnlpy
(z89'06) § B $ (poo'e) H § (gse'9) $ (z62'9) s ABisu3 HO-B1UM 3L BpIGIED JOj Juawysnipy
L1069 $ 001 3 9698 3 L) $ 552'G $ 181 2583) 2010 ajeiodios o) Juawsnlpy
(625°08) § {(0EQ) $ (ase'an) % $ (gTi'vL) § (eeT'y) s 11d HO-SjuMm Arojuaall 212(0sq() Joy juaunsnipy
(£88°26) $ (sz0'l) $ - s - s - $ (8or's) H Ldd1d SesURdx3 Wosly aroway
(L1g'91) § (252 ¢ (s80'2) 5 (¥S) § (eza't) $ (zaz'y $ 1a7 uolanpa: yens 1§ 10; Jusunsnipy
996'061 3§ Sz $ 868’22 $ 0z $ Zze'es $ iCL'9 3 13q sfueyD BunuNCaze Jo aya aAje[nWwna Jusisnipy
061°ZE § 8¢ 5 - 5 - 3 - $ oer'e 5 Luitd IpRI AUl SUe 0} SNPAUDS OSIN
(zsp'vol) $ (619'l) $ (zar'ey) 5 (geg) 5 (6ep'11} $ {psE2) $ 181 595U3EX3 Lonezuowe Jabiaw 1o} aunsnipy
¥oFShL $ 955°LL § ZF6'cE $ EFT $ $£66'18 £ 99/'95 LS 181 sBumes sabiaw Jop Juaunsnlpy
92r'oie $ S5E'¢ $ £L1Z4T % 00 $ S09'EZ § oar'al 3 191 sJapjoysieys o) sumes Jau | QA 10y uaLsnipy
{uawubissy [euctound 995) ssbewep pue sauniu Joy Juawsnlpy
{(awuBissy seuolound eag} 100 AIIN-2UD aaoway
2e8'2 L3 $ 219 § Sl $ 96F § oz t 104 sas5URdXe IPNE WS3 jo LolEZIoWY
20€'LL % 292 $ 80a'tL § 9L $ 1091 $ T 3 N0 $asUadxe 9580 ajel Jo UsIEZILOWY
(uswubissy [euoiduny 8ag) asuadxa BuisiaApe ajeuiure o} JLauisnipy
968 $ iz 3 BOS $ Sl t oy $ 9l § TMvas Juailsnipe abewep wucls
{usLiubissy (Euoljoung 8as) 'dx3 jay 1s0d pue ucisued Joy Juawsnipy
(744 § ors $ Iy $ vl ¢ L18¢ & 897 $ 141 juawysnipe soqe
- $ - $ - $ - $ - £ - $ i13a ausnipe uogepaidag
100'PZE S 860t 3 P9LEEL $ 65 $ 156'88 § RIEUT $ 139 asuadne uohensdep azienuue o) JuswEnipy
- $ ovZ'e $ Bpss s (%) $ EI51 4 - [3 GNINYA jusunsnipe asuadxy pus Jeai
- 5 - s - 8 - 5 - § - H ATYWST sasuad3 WSq sjeunny
(p6l'Z09'L) $ (p50'52) 3 (s09'9L)) $ (6128 § (ovezLy) $ (rsres) H fbisul sasuadxa so|es pessoIg JJBUNLYT
(LB¥'58) § (ep2) s (s § (piv) § (G5l $ BEE'D) $ LEERE] sasusdxa yJ3 shoWeY
(25£'821} $ (00D s (zve's) $ (869 $ (Zee'®) s {0&F'2} $ ABisuz AIsh008U 1800 jBNY UI LDIBLISIW Sjeuiug
sasuadxg Buge:adp o siuaunsnipy
ZB9'A51 § 80 $ - 3 - $ - § 52021 3 408 spa17) AAgRdrusiu| jo uonEDo|Y
(ooo'as¥) - - - - - Wpaid siqrdnualul jo )uawbissy oynadg
FLCLZL'E $ 950le $ SiE'ers $ BER'LT § 24028 $ BOZ'EbE £ SdONIXL SSXe| awody| [Biapad pue 8jels
(ger'eeT) (6442 {g9l-z8) (snz) (215'18) (989'a1) sasuadxg JaUIC
(Dee'2irt) (ova‘L) {L1¥'ys) (581} ZrL0r) (8/E'271) UR4ID X8 L JUsugsany| o Lajezijoury
240°59r ¥8L'S 'L £65 SEOBLL £68'8E L1dN §5X€ | 180 puk Ausdoly
Z86'0T [t 4 - - - 885’} asuedxz Uonaiooy
z2e'sar'e 9zg'ey obS'CIE'L 06'% ZZE'950'; 218°262 sesuadx] uogezpiowy pue uogeaidag
£90'F9E'ST $ 207'00¥ $ coesLe § 0609} $ [O5'REF'E § ELVE0LL [ sosuadx] aouBUBILIR PLE ucyEIAd))
sasuadxg Bugelrsdg
PULIOY-01d ~ AIBUNUNG Ba|AIAS JO JS0D
TIRII0D EYC LT 70 916y 15 o1y NETELT Tiepuoasg 103980, awey  jed uonduasag
|evedg Bupyhlr 1eaag Bugubn yeens Bupybry 1waus Bugybp jaans aocL-d1 #ey uopeIn|Y

£00Z ‘€ 13quidag
PIPUR SYPUOR T3

TonEdO|rY SFE)
APIUS FIAIIG [0 150
ANYIWOD JM1DATA ANY SYI FTIASINGT



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2003-00434

EXHIBIT (SJB-11)
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OIF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO,
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
)
AND )
)
AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AN} CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2003-00434
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2003-00433
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AND )
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AN ADJUSTMENT OF THE GAS AND ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
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Kentucky Utilities Company

ELECTRIC RIDER CSR

APPLICABLE

Curtailable Service Rider
(KIUC REVISED)

In all territory served.

AVAILABILITY OF SERVICE

This rider shall be made available to any customer served under the applicable power schedules who
contracts for not less than 1,000 kilowatts of their total requirements to be subject to curtailment upon

notification by the Company.

CONTRACT OPTION

Customer may, at Custemer’s option, contract with Company to curtail service upon notification by
the Company. Rcquests for curtailment shall not exceed one , hundred seveny-five (173) hours per
year nor shall any single request for curtailment be for less than thirty (30) minutes or for more than
fourteen (14} hours per calendar day, with unlimited requests for curtailment per calendar day within
these parameters. Company may request or cancel a curtailment at any time during an hour, but shall

Comptiance with a request for curtailment shall be measured in one of the following two ways:

)

c)

The customer shall contract for a given amount of firm demand, and the curtailment
load shall be the Customer’s monthly billing demand in excess of the firm contract.
During a request for curtailment, the customer shall reduce its demand to the firm
demand designated in the contract. The difference in the maximum demand in the
billing month and the maximum demand in any requested curtailment period, but not
less than the contracted firm demand, in the billing period shall be the curtailable
demand on which the monthly credit is based. The demand in excess of the firm load
during each requested curtailment in the billing period shall be the measure of non-
compliance.

The customer shall contract for a given amount of curtailable load by which the
customer shall agree to reduce its demand from the monthly maximum demand.
During a request for curtailment, the Customer shall reduce its demand to a level
cqual to the maximum monthly demand less the curtailable load designated in the
contract. The difference in the maximum demand in the billing month and the
maximum demand in any requesied curtailment period, but not more than the
contracted curtailable load, in the billing period shall be the curtailable demand on
which the monthly credit is based. The difference in contracted curtailable load and
the actual curtailed load during each requested curtailment in the billing period shall
be the measure of non-compliance.

[n those months in which the Company docs not request load curtailment, the
customer will receive a credit based on either the difference in the monthly billing
demand and the contracted firm demand, a) above, or the contracted curtailable
demand, b) above.
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RATE

Customer will receive a credit against the applicable power schedule for curtailable kW, as

determined in the preceding paragraph, times the applicable credit. Customers will be charged for the
portion of each requested curtailment not met at the applicable charge.

Prim; Transmission
Demand Credit of’ $4.19per KW $ 4.09 per KW
Non-Compliance Charge of $16.00 per KW $16.00 per KW
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Failure of Customer to curtait when requested to do so may result in termination of service under this
rider.
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TERM OF CONTRACT

The minimum original contract period shall be one year and thereafter until terminated by giving at
least 6 months previous written notice, but Company may require that contract be executed for a
longer initial term when deemed necessary by the size of the load or other conditions.

TERMS AND CONDITIONS

Except as specified above, all other provisions of the power rate to which this schedule is a rider shall
apply
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Louisville Gas and Electric Company

ELECTRIC RIDER CSR

APPLICABLE

Curtailable Service Rider
(KIUC REVISED)

In all territory served.

AVAILABILITY OF SERVICE

This rider shall be made available to any customer served under the applicable power schedules who
contracts for not less than 1,000 kilowatts of their total requirements to be subject to curtailment upon

natification by the Company.

CONTRACT OPTION

Customer may, at Customer’s option, contract with Company to curtail service upon notification by
the Company. Requests for curtailment shall not exceed one , hundred seveny-ive (173) hours per
year nor shall any single request for curtailment be for less than thirty (30) minutes or for more than
fourteen (14) hours per calendar day, with unlimited requests for curtailment per calendar day within
these parameters. Company may request or cancel a curtailment at any time during an hour, but shall
give no iess than nne hoyg, notice when cither requesting or canceling a curtailment.

Compliance with a request for curtailment shall be measured in one of the following two ways:

a)

b)

)

The customer shall contract for a given amount of firm demand, and the curtailment
load shall be the Customer’s monthly billing demand in ¢xcess of the firm contract.
During a request for curtailment, the customer shall reducc its demand to the firm
demand designated in the contract. The difference in the maximum demand in the
billing month and the maximum demand in any requested curtailment peried, but not
less than the contracted firm demand, in the billing period shall be the curtailable
demand on which the monthly credit is based. The demand in ¢xcess of the firm load
during each rcquested curtailment in the billing period shall be the measure of nen-
compliance.

The customer shall contract for a given amount of curtailable load by which the
customer shall agree to reduce its demand from the monthly maximum demand.
During a request for curtailment, the Customer shall reduge its demand to a levet
equal to the maximum monthly demand less the curtailable load designated in the
contract. The differencc in the maximum demand in the billing month and the
maximum demand in any requestcd curtailment period, but not more than the
contracted curtailable load, in the billing period shall be the curtailable demand on
which the monthly credit is based. The difference in contracted curtailable load and
the actual curtailed load during each requested curtailment in the billing period shall
be the measure of non-compliance.

In thosc months in which the Company does not request load curtailment, the
customer wiil receive a credit based on cither the difference in the monthiy billing
demand and the contracted firm demand, a) above, ot the contracted curtailable
demand, b) above.
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Customer will receive a credit against the applicable power schedule for curtailable kW, as
determined in the preceding paragraph, times the applicable credit. Customers will be charged for the
portion of each requested curtailment not met at the applicable charge.

Primary Transmission
Demand Credit of: $4.05 per KW $398 per KW
Non-Compliance Charge of $16.00 per KW $16.00 per KW

i‘.Jr cach ;\-_\vx Bl -m;u--;; ;ml;p-u-yg_gd enerzy, cosomer will roceive s udditional creda equal in, the
hon hurbine cancuiny less e eonli

1 tosiff, Uhe overags st <

sy average covt of nau

el e of 10,704 BTy per KW Avtp

the kW el merry

;| i3 mpwlx s combusion tari*s. o canacity e
mlerrupted enrey

1!3[;“{!‘%!}).“ it

determined by sconmulating
period during vy month,

d dersand over e

Failure of Customer to curtail when requested to do so may result in termination of service under this
rider.
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TERM OF CONTRACT

The minimum original contract period shall be one year and thereafier until terminated by giving at
least 6 months previous written notice, but Company may require that confract be executed for a
longer initial term when deemed necessary by the size of the load or other conditions.

TERMS AND CONDITIONS

Except as specified above, all other provisions of the power rate to which this schedule is a rider shall
apply

Formatted: Font: Bold

" Formatted: Font: Bold
Formatted: Indent; Left:

a.5"



